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Tbe American Bankers’ The American Bank- 

SE. ers’ Association, as 
now organized, is doing effective work 
for the general banking welfare. Chief 
among the factors which have contrib- 
uted to the practical success of the As- 
sociation is the Protective Committee, 
whic has, in the three years of its exist- 
ence, demonstrated the dollars and cents 
value of its protective work, The 
trifling losses which the protected mem- 
bers of the Association have sustained, 
by burglars and thieves, during the last 
three years, as compared with the con- 
siderable losses sustained by non-mem- 
bers during the same period, is a clear 
indication of the practical benefits to 
banks, by reason of membership in an 
association which successfully operates 
such a system of protection, and the 
continually enlarging appreciation of 
those benefits by the banks of the 
country, is seen in the increase of mem- 
bership which the Association is now 
enjoying. We print elsewhere in the 


Journal the full report of this important 
committee, to the twenty-fourth annual 
convention of the Association just held 
at Denver. Not alone burglary, but 
forgery, comes within the scope of the 
com mittee’s work, and since the Associ- 
ation began its protective work, there 
has been a considerable falling off in the 
amount of losses which members have 
sustained, through forgeries of all kinds. 

Another important committee whose 
work is of great value, is the Committee 
on Uniform Laws, whose report we also 
print in this number, This Committee 
is now hard at work in advancing in the 
various states, the enactment of the Ne- 
gotiable Instruments Law, with which 
our readers are familiar. During 1897, 
four states adopted this law—Colorado, 
Connecticut, Florida and New York— 
and in 1898, three more states, Mary. 
land, Massachusetts and Virginia, have 
also adopted it. This gain of three 
states in 1898, is much larger propor- 
tionately than the four states in 1897, for 
comparatively few of the states held 
legislative sessions in 1898. A consid— 
erable majority of the states hold bien- 
nial sessions of the legislature, and 
most of these take place in the odd years 
1897, 1899, and soon. Next year, 18y9, 
will probably see the Negotiable Instru- 
ments Law established in a number of 
other states, and the benefits which 
accrue to merchants and bankers from 
having one set of simple, uniform and 
consistent rules governing commercial 
paper, will be spread over a wider area, 
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Power of Bank What is the power of the 
President. —_ president of a bank to con 
duct its litigation and employ counsel in 
its behalf? Morse on Banking says 
there is ‘no question’’ concerning the 
authority of the president “to take 
charge of the litigation of the bank. He 
may institute and carry on legal pro- 
ceedings to collect demands or claims 
of the bank. He may appear, answer 
and defend in suits against the bank. 
He may retain and employ counsel on 
behalf of the bank; and this view of 
the matter has the approval of other text 
writers and the support of some of the 
decided cases. But the president’s 
power in this respect is not universally 
regarded as above quoted. Ina num- 


ber of the cases in which the question 
has arisen, the president’s action has 
been sustained chiefly on the ground of 
a subsequent implied ratification by the 
directors, rather than as an inherent 
power in the president, irrespective of 


the directors. 

In this issue we present our readers 
with a decision upon the subject by the 
Supreme Court of California, which 
would indicate that a bank president 
has no inherent power to employ an at- 
torney on behalf of the bank. The 
court holds that unless the president is 
empowered to employ an attorney by 
the by-laws, or his contract for an attor- 
ney’s services is authorized by resolution 
of the directors, or ratified or sanctioned 
by their words or conduct, the bank is 
not liable to the attorney for his services. 
Rather hard on the attorney, who may 
have rendered valuable services in good 
faith! Hereafter, when 2 bank president 
steps into an attorney's office, and says: 
**] desire you to sue out an attachment 
immediately against Smith, one of the 
bank’s debtors. He is on the eve of 
failure, and unless we seize his goods in 
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the next two hours, we will lose our 
debt”; he may not be surprised if he 
should hear the response—‘‘My dear sir, 
I am sorry, but you have no power what- 
ever in the premises. Affix to my retain- 
era certified copy of a resolution of 
your board of directors authorizing you 
to employ me, and I will be glad to 
serve you. Otherwise, I must decline.” 


The Negotiable 
Instruments Law 
for California. 


The proposed adoption of 
the Negotiable Instruments 
Law by the State of California is an- 
nounced as one of the subjects for dis- 
cussion at the forthcoming California 
Bankers’ Convention. This discussion 
will involve considerations which have 
not entered into the question in any of 
the states wherein the iaw has hereto- 
fore been passed, namely, the desira- 
bility of substituting one code or set of 
statutory rules governing negotiable in- 
struments, for another, California now 
has its law of negotiable instruments in 
statutory form, being a part of the Civil 
Code, originally drafted by David Dud- 
ley Field for the State of New York, 
Failing of passage there, it was then 
taken up and enacted in California in 
the year 1872, and has since then been 
enacted in several other states, The 
forthcoming discussion will be of pecu- 
liar interest and value, if it embraces a 
statement and comparison of the pro- 
visions of the existing Negotiable In- 
struments Code of California with the 
Neg. Insts. Law of New York, and a 
weighing of the respective merits of 
each. The California code of rules 
governing negotiable instruments hav- 
ing been in force in that state for over 
a third of a century, the bankers there 
should be in an excellent position to 
speak, from experience, of its merits, 
and of the simplicity and certainty of 
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dealings in commercial paper thereun- 
der, as.compared with those states whose 
jaw of commercial paper merely rests in 
the bosoms of the judges; and also of 
the desirability of supplanting their ex— 
isting codified law, for the different set 
of statutory rules, known as the Nego- 
tiable Instruments Law, which is now 
spreading rapidly over the country. 


In the Journal for June 
1897, in an articleupon 
the Competency of Notaries’ Public in 
the taking of acknowledgments and 
making of protests, as affected by rela- 
tions ofinterest, we collected and publish- 
ed the decided cases upon the subject. 
Concerning that branch of the subject, 
embracing acknowledgments of instru- 
ments to corporations where the notary 
taking the acknowledgment was an 


‘The Competency of 
Notaries Public. 


officer, or a stockholder of the corpora- 
tion, we stated the following proposi- 


tions as a result of the cases: 

1. Where the notary is merely an 
officer or attorney, but not a stockhold- 
erof acorporation, he is competent to 
take the acknowledgment of instruments 
running to it. 

2. Where the notary is a stockholder, 
the prevailing view is that the acknow- 
ledgment is either void or voidable. 

We invite the attention of those of 
our readers who found interest in that 
article, to a further decision upon the 
subject, by the appellate court of In- 
diana published in the present number. 

The court holds that an officer of a 
corporation who is materially, directly 
and beneficiaily interested in the execu- 
tion of a mortgage or other instrument, 
which inures to the benefit of such cor- 
poration and hence to his benefit (he 
being secretary of, and a stockholder in, 
such corporation) is incompetent to take 
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and certify the acknowlegment thereof, 
as notary. In Indiana, there isa statute 
which prohibits an officer of a corpora- 
tion frum acting as notary in the business 
of such corporation. The court renders 
its decision in view of this statute; at 
the same time cites and gives weight to 
the decisions which, irrespective of any 
statute, declare a stockholder of a cor- 
poration incompetent to act as notary in 
taking acknowledgments of instruments 
running to the institution. 


Bank Deposits 


The report of the Protect- 
of Forgers. 


ive Committee of the Am- 
erican Bankers’ Association, which we 
comment upon elsewhere, discloses the 
gratifying information that this power- 
ful association, through effective meth- 
ods, has effectively lessened the losses to 
banks from burglars and robbers, and 
also reduced the average amount of 
losses which are sustained by reason of 
forgeries. 

Viewing the field of forgery and con- 
templating the various methods. which 
forgers adopt to obtain money upon 
forged paper and how best circumvent- 
ed, one of the most dangerous classes of 
operations is that conducted by the 
forger, who holds some confidential po- 
sition in an established business con- 
cern, and, keeping a private bank 
account, makes his banker the unwitting, 
yet effective, instrument of his criminal- 
ity. The forger who purchases a small 
draft which he successfully raises and 
collects, or the forger who rifles the 
mail box and raises the amount 
or forges the indorsement of the stolen 
paper, is comparatively short-lived in 
his period of success. ‘Within a very 
short time, at most a month or two, his 
crimes are discovered and thedetectives 
are on his track. Furthermore, his 
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ability to cause lo:s to particular indi- 
viduals is limited to one or two trans- 
actions; if he has committed a greater 
number of successful forgeries, the losses 
are not confined to one, but are spread 
about among various persons in the 
various changed localities in which, to 
be successful and avoid immediate cap- 
ture, he has been compelled to visit. 
Coming to the contidential clerk 
forger, itis at once apparent he is infin- 
itely the more dangerous operator. In 
mercantile, manufacturing, or other 
business concerns, where a confidential 
clerk has had charge of business deal- 
ings with customers, involving keep- 
ing the books of account of transac- 
tions, making out bills and statements 
of account and receiving, crediting and 
acknowledging remittances, business 
history records numerous instances in 
which he has abused his trust, misap- 
propriated and forged the checks in- 


tended for his employer, deposited them 
in his own private account in adifferent 
bank from that of his employer, and 
concealed the crime by false entries and 


statements, often continuing his for- 
geries through a series of years and to 
an aggregate of thousands of dollars, 
before ultimate discovery. The greater 
danger from this class of forger lies in 
the fact that he is so situated that dis- 
covery does not follow a single opera- 
tion, but he is able to cover up his crime 
and repeat it, again and again. He is 
enabled to do this because, first, he has 
the confidence of his employer; second, 
his employer’s system of business is 
defective in not affording an independent 
audit and verification of the transac- 
tions with customers; and third, because 
the clerk has the facility of a bank, in 
which to deposit and collect his forged 
paper. This bank, the history of all 
such transactions shows, is in the end 
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the chief sufferer, It has _ collected 
thousands upon thousands of dollars of 
paper, bearing the forged indorsement 
of the employer-payee which, the forg- 
ery being proven, it is obliged to re- 
fund. It has already given credit to its 
forger-depositor for all this paper, as 
genuine, and paid out the amount upon 
his checks. It must now pay it over 
again to the true payee, or tothe drawee 
bank from which it has collected the 
paper, that bank being unable to charge 
the drawer with checks not bearing the 
true indorsement of the payee. 

We have, in recent years, published a 
number of cases affording notable illus- 
trations of the great danger from this 
kind of forger. In this number, we 
publish two decisions of the supreme 
court of Massachusetts, growing out of 
the forgeries of one Fowle. the confiden- 
tial clerk of a Boston lumber company, 
who misappropriated, in all, some $60,- 
oco of checks payable to the Lumber 
Company, the indorsements of which he 
forged, and then deposited and collected 
through a Boston bank in which he car- 
ried a private account. In one of these 
cases, the payee of one of the forged 
checks, brings suit against the drawer 
thereon, and is denied recovery because 
he obtained the check from the drawer 
upon the false assertion that he wanted 
it solely for the purpose of criminal pro- 
ceedings against the forger; then used 
it as the basis of an action against the 
drawer. The circumstances under which 
he obtained the check are held to 
estop him from claiming on it against 
the drawer. Ordinarily, however, the 
court says, the loss from such a forgery 
would rest with the drawer, rather than 
with the payee. The drawer would 
then turn around and place the loss 
upon his banker, who had charged him 
with the forged check. This is illus- 
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rated by the second of the two Massa- 
chusetts decisions referred to, involving 
another one of the checks forged by 
Fowle, in which it is held that a bank 
which pays a check to a holder under a 
forged indorsement of the payee’s name 
is liable for the amount to the depositor. 
The drawee bank, not being allowed to 
charge to the depositor, his check paid 
on a forged indorsement, would then 
have recourse upon the collecting bank 
which dealt directly with the forger, 
upon whom, as said before, the loss in 
all such cases, will ultimately fall. 

The numerous instances of forgeries 
of this character which have occurred 
with too frequent repetition in recent 
years, illustrate the great danger from 
the confidential-clerk forger who carries 
a private bank account, and how to ob- 
viate or minimize this danger will be 
one of the chief problems for future so- 
lution in any comprehensive system of 
protection of banks from losses through 
forgery. How many menare therein this 
country to day who,employed in positions 
of trust are, in reality, undiscovered 
forgers, carrying private bank accounts, 
and collecting and spending the pro- 
ceeds of forged paper, for which, ulti- 
mately, their bank must face the music? 
We hope none. And yet, if this same 
question had been put a few years ago, 
it would have awaited affirmation and 
justification in a score of names such as 
Bedell and Fowle, who then occupying 
positions of trust, have since been un- 
masked as forgers of this description. 
The chief losses from this kind of forg- 
ery being visited upon the banks, who 
carry the accounts of the forger, it 
would seem that self-protection would 
force a most vigilant scrutiny of all ac- 
counts and dealings of depositors whose 
situation might permit of crimes of this 
character. 
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Mr. J. C. Hendrix, President of the 
American Bankers’ Association, was 
made the recipient of asilver loving cup 
presented on behalf of all the members 
of the Association, at the close of the 
recent convention at Denver. Mr. J.B. 
Finley, of Monongahela City, Pa., who 
made the presentation speech, said: 


‘*Three years ago the American Bank- 
ers’ Association, at its twenty-first an- 
nual convention, in the metropolis of the 
South land, gave me the opportunity to 
meet a gentleman for the first time who 
was at that convention made the chair- 
man of our Protective Committee. He 
has continued for three years to be the 
chairman of that committee. The work 
done by him—for I may as well say by 
him, because he is the committee—is 
familiar to you all, and it is unnecessary 
for me to take up your time describing 
it. But as you all know, until the time 
that he took charge of that work, this 
association had never received any prac- 
tical returns,for the money its members 
paid into it, and as soon as the banks of 
the United States realized that there was 
some benefit, some pecuniary and visible 
benefit, in belonging to the American 
Bankers’ Association, they came flocking 
in, and now, by reason of the work done 
by this gentleman and his committee, 
the membership of this association has 
doubled. We have accomplished under 
his leadership in three years more than 
we had accomplished in the twenty-one 
years before. 

“It would be useless, gentlemen, for 
me to attempt to express in words the 
gratitude and the love we all entertain 
for this gentleman. It would be like 
painting the lily, or gilding pure gold, 
I therefore can only say that it is my 
great privilege to offer to our honored 
president a memento of our regard, and 
our appreciation of the great work he 
has done for us. And now, sir, in be- 
half of every member of the American 
Bankers’ Association, in behalf of every 
member of the Exccutive Council, and 
of every officer outside of yourself, in 
behalf of the delegation from . Pennsyl- 
vania, and in my own behalf, I say, Mr. 
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President, in the language of our new 
annexed State, ‘Aloha, aloha, aloha’ (we 
love you).” 


In this number we pub- 
lish a decision by the 
Superior Court of Chicago dealing with 
the duty of a banker when two checks 
are simultaneously presented for an ag- 
gregate amount exceeding the deposit 
to the credit of the drawer, the deposit, 
however, being sufficient to pay one of 
the checks, but not the other. The de- 
cision is to the effect that the bank has 
no right to throw out the check which 
the deposit is sufficient to meet, although 
later in date than the check rightfully 
thrown out. If we take the situation 


Checks for More 
than Balance. 


where (instead of the deposit being suf- 
ficient for one only and not sufficient 
for the other even if alone presented) 
the deposit is sufficient to pay either of 
the checks, but not sufficient to pay 


both, then the problem becomes even 
more difficult for the banker, for to 
which check shall he give the preference? 
He can pay either; upon what principle 
shall he choose one for payment and the 
other for dishonor? Many bank officers, 
we understand, are of opinion that 
under such circumstances, the bank 
might rightfully refuse to pay both 
checks—indeed, many believe, contrary 
to the Superior court decision, that even 
in acase such as there presented, the 
banker might rightfully refuse to pay the 
check which, if presented alone, the de- 
posit would be sufficient to meet. . 

The questions presented by such situ- 
ations are of practical importance; there 
should be fixed and definite rules for 
guidance in all such cases; and we pfo- 
pose to investigate the law and publish 
in the next Journal, an article which 
will treat the subject thoroughly and 
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reach such conclusions as the decided 
cases will warrant. 


The Omaha currency con- 
vention which took place 
September 13, 14 and 15, was a notable 
event, but does not seem to have at- 
tracted the same degree of popular 
attention that might have been expected 
had there been no war to absorb the 
thoughts of the general public. The 
subjects of papers and discussion em- 
braced both the standard of value—gold 
alone, versus silver co-ordinately with 
gold—and the currency problem. The 
champions of a bank currency based on 
commercial assets were out in force, 
Representative Chas. M. Fowler, of New 
Jersey, was a strong advocate of such 
a currency, in preference to the demand 
obligations of the government, and he 
disfavored the idea of a bond-secured 
bank currency, as distinguished from a 
commercial asset currency, character- 
izing the one as artificial and the other 
as natural. William C. Cornwell, of 
Buffalo, also championed the same char- 
acter of bank note currency, in an ad- 
dress upon “Deposit Currency,” which 
we publish in this number, 


The Currericy 
Convention. 


A statement issued at the 
treasury department shows 
the total amount of gold and silver coins 
and certificates, United States and na- 
tional bank notes in circulation Sept. 1 
was $1,792 096,545, showing a net de- 
crease in circulatiou of $17,101,799, as 
compared with August 1. The main 
item is a decrease of $14,552,888 in the 
gold coin in circulation. The decrease is 
due to the receipts of the treasury from 
the bond sales. 


Money in 
Circulation. 





BANK NOTARIES. 


THE NECESSITY OF A BETTER KNOWLEDGE OF COMMERCIAL 
LAW BY BANK NOTARIES. 


‘Is it not true that all notaries public 
must. be members of the bar?” asked a 
merchant of an attorney recently. 

**Oh, no,” was the reply. ‘‘Many at- 
torneys at law also hold the commission 
of a notary public; but there is no pro- 
vision of law which requires. that a no- 
tary must be an attorney, andthe large 
majority of notaries public are. not) at— 
torneys at law.” 

‘But, at all events,” continued the 
questioner, where the notary is a bank 
notary, must he not also, be an attorney 
at law?” 

‘*There is no such requirement of 
law,” was the reply. ‘Doubtless, many 
notaries employed by banks are attor- 
neys at law, but this is a matter, the 
regulation of which rests entirely with 
the bank; and the fact is there are a 
large number of bank notaries who, not 
only are not attorneys with a general 
knowledge of law, but are not even well 
versed in those particular rules of com- 
mercial law, knowledge of which is 
essential to a proper performance of 
their duties in connection. with the 
commercial paper of the bank, It would 
seem a wise policy for every. bank,” 
continued the attorney ‘‘to require that 
the notary public engaged by it, should 
either be an attorney at law, or should, 
at least, possess an expert knowledge of 
those rules of law. governing. the. pre- 
sentment, demand, protest and notice 
of: dishonor, of commercial, paper, and 
should. pass.am expert examination in 
these branches, before being engaged ‘in 
the bank’s service,” 

The point of the foregoing colloquy 
the necessity.of.a knowledge.of commer 


cial law by bank notaries; or, that ne— 
cessity being conceded, the fact that 
such knowledge.is wanting in a consid- 
erable number of instances to the great 
detriment of the bank—has impressed 
itself forcibly upon our attention in 
view of the frequency in which cases, 
involving loss to.a bank through some 
mistaken official act of: a notary public, 
have, of late, come before the courts, 

Consider for a moment the importance 
of the bank notary’s office. Millions of 
dollars of the loans and discounts by 
the banks of the country are made upon 
the. security of indorsed commercial 
paper. Great care has been. exercised 
in making the loans to see that the in- 
dorsers are responsible men, for in alk 
this class of loans, the security aflorded 
by the responsibility of the makers alone 
is insufficient; the added security of the 
indorsers is depended upon, to make 
the loan safe. Now, the time of ma- 
turity arrives; and in hundreds of cases 
of such loans the maker is found to be 
insolvent. But for the security afforded 
by the indorsements, the money loaned 
is lost. Is such security, absolute? No, 
it is contingent, and the man upon whom 
the whole responsibility now depends.to 
take those steps which will transform 
the contingent indorser’s liability into 
apm absolute.and secure. bank asset, is the 
bank notary. In order.to properly per- 
formphis:duty, he-must:be familiar with 
the statutory,enactments governing and 
regulating demand, protest and, notice, 
aad with the-gegeral, body. of commer- 
cial law.upoacthese: subjects, He must 
know; among: other: thiogs; to whom, to 
make presentment and..demand, as de- 
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termined by a variety of circumstances 
in particular cases. Generally speaking, 
presentment, of course, must be made to 
the maker. But the maker may be dead 
at the time of maturity : to whom must 
the note, then, be presented? To whom 
must it be presented in parinership 
cases? Suppose the firm has dissolved, 
or one of the members has died? Where 
there are several makers, not partners, 
must the note be presented to all? To 
whom must the note be presented, in 
case the maker has assigned? These 
are a few of the many problems which 
have to be correctly solved by him 
instanter, concerning the party ‘‘to 
whom” to present the paper; and the 
precise date of maturity, the proper 
hours of the day, the proper place of 
presentment, the proper mode of pre- 
sentment and demand, as determined by 
the nature and terms of the instrument, 
and other circumstances, confront him 
with many other problems of equal im- 
portance. Then, there being a sufficient 
legal presentment and demand, and the 
note being dishonored, all the necessary 
requirements of law concerning the 
making of protest, the contents of the 
certificate, its use as evidence, and its 
sufficiency to that end; and all the in- 
finity of rules connected with the notice 
of dishonor, must be known and ob- 
served, that there may be no failure by 
the bank notary in his duty, and result- 
ant loss to the bank, 

Sufficient has been said to bring into 
prominence the fact that upon the bank 
notary devolves the responsibility of 
saving to the bank the large amounts of 
money which depend solely upon the 
security of indorsers’ names, and that to 
adequately meet this: responsibility, he 
must have a thorough mastery of those 
branches of commercial law’which gov- 
ern demand, protest and notice., If :he 
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is an expert in commercial law, well and 
good; if he is not, but a legal blunder- 
er, there can be little profit to the bank 
to put out its good money upon the se- 
curity of the names of indorsers, only to 
have its notary deprive it of recourse 
upon them, by some defective proced- 
ure. It would seem just as important 
for every bank to insure to itself an ex- 
pert notary, as to secure responsible in- 
dorsers upon paper taken for borrowed 
money, for the notary is in reality the 
basis upon which depends the realizable 
value of all indorsement security. 

The majority of bank notaries are, 
doubtless, experienced, expert and com- 
petent; but that a goodly minority are 
not, has been demonstrated by the nu- 
merous losses sustained by banks in 
recent years, through notarial blundering 
and inefficiency. Of the numerous de- 
cided cases which bear witness to this, 
we have space for but a few. Typical 
of many others, they will serve to em- 
phasize the proposition hereinbefore ad- 
vanced—that there is necessity of a bet- 
ter knowledge of commercial law by 
bank notaries, which knowledge is now 
lacking in ne inconsiderable number of 
individual instances, 

1. A Texas bank loaned $7,500 upon 
an indorsed promissory note, payable at 
Houston,. At maturity, the note was 
handed over to its notary for protest. 
Both maker and indorser were non- 
residents of Houston at the time. When 
the bank sued the indorser upon the 
note, judgment went against it, because 
of its notary’s incapacity to make a 
proper protest. His protest stated: 


By. this public instrument of protest 
be it known that on the 22d day of Aug- 
ust, A.D. 1891, at the request of. the 
Planters’ & Mechanics’ National Bank, 
holder of the original note, whereof a 
true copy is on the reverse hereof writ- 
ten, I; E.. Raphael,-a notary public. in 
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and for the County of Harris, State of 
Texas, duly commissioned and sworn, 
presented said note at the office of W. O. 
Ellis, and to and demanded of him 
payment therefor, which was refused, 
(W.O. Ellis is not in the city and has no 
office here.)” Continuing with a state- 
ment that the notary does publicly and 
solemnly protest the note, etc. 


Ellis was the indorser of the note. 
This protest omitted statement of a de- 
mand upon the maker, or of facts 
equivalent toa demand. In an action 
by the bank against Ellis, the indorser, 
the protest and notice as shown by the 
record, were held insufficient to fix his 
liability. (Williams v. Planters’ & Me- 
chanics’ Nat. Bank of Houston, Texas 
Sup. Ct. May 1898, B. L. J. June ’98, p. 
346.) 

2. In a recent case in Iowa (First 
National Bank of Manning v. Farne- 
man, 93 Iowa, 161) a bank notary’s 
inability to comprehend what the law 
required of him by way of diligence 
in ascertaining an indorser’s address for 
purpose of notice of dishonor, resulted 
in the latter’s discharge. The facts 
were these: 

A draft was drawn on a bank at Car- 
roll, lowa, in favor of one F, who re- 
sided at Carroll. F indorsed and sold 
the draft to a bank at Manning, which 
forwarded it for collection to a bank at 
Des Moines, from whence it went to an- 
other bank at Carroll. This bank 
handed the draft to its notary for pro- 
test. After due demand, and not know- 
ing that F resided at Carroll, the notary 
forwarded notices for the Des Moines 
bank, the Manning bank, and F, to the 
Des Moines bank. The latter mailed 
the notices for the Manning bank and 
F, to the Manning bank, whose presi- 
dent, immediately on receipt thereof, 
took a train for Carroll and presented 
the notice to F, it thus reaching him two 


499 


days after the protest. 
Held, in an action by the Manning 
bank against F, the notice was insuffi- 
cient to charge F as indorser. Imme- 
diate notice was essential to charge him, 
The notice might have been given by 
being deposited in the postoffice to the 
address of F on the day of dishonor. 
The excuse for sending the notice to the 
bank at Des Moines is that the notary 
did not know the address of F. To ex- 
cuse a want of notice, or delay in such 
a case, diligence should be exercised to 
learn the address of the indorser. In 
this case no effort was made to learn the 
address of F. Aninquiry at the bank 
where the draft was presented for pay- 
ment by the notary would, with little 
doubt, have disclosed the address of F, 
for the draft itself indicated business 
relations betweenthem. The officers of 
the Manning bank knew the address of 
F, and they should have communicated 
this knowledge in forwarding the draft. 
Neither the Manning bank nor the no- 
tary observed the requirements of the 
law as to diligence. Indorser discharged, 
3. A national bank in Troy, N. Y., 
purchased a promissory note, made in 
Troy and indorsed by two parties in 
Michigan. At maturity, the bank turned 
over the note to its notarial expert for 
the necessary steps to insure to it the 
security of the indorsers, That wise 
functionary demanded payment and then 
executed the following: 


*‘United States of America, Strate of 
New York—ss: I, Henry Wheeler, no- 
tary public, do hereby certify that I 
have this day duly protested for non—- 
payment, the annexed bill. 


H. Wheeler, Notary Public (seal) 
Troy, December 14, 1896.” 


The bank brought suit against the in- 
Corsers in Michigan, and at the trial, the 
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bank's attorney introduced in evidence, 
and based its right of recovery upon,the 
note and the attached. notarial docu- 
ment. Thecourt promptly declared the 
notarial protest worthless, and _ that 
there could be no recovery against the 
indorsers upon such a document which 
failed to show that payment of the note 
was demanded at the place of payment, 
or what the notary did, if anything, to 
notify the indorsers. The Michigan at- 
torney, who represented the bank, quick 
to make the best of a bad job, instead 
of suffering a non-suit, succeeded in 
obtaining an adjournment of the trial. 
He then drew up a correct certificate of 
protest, which he forwarded to Troy 
for signature by the notary, and upon 
the resumption of the trial introduced 
this in evidence. The trial court refused 
to admit it, but the Supreme Court of 
Michigan has just held that this second 
certificate is valid and legally suffi- 
cient, so that, in this instance, the Troy 
bank, aided by a resourceful attorney, 
has been successful in extricating its 
indorsement security from the almost 
certain destruction which awaited it, by 
reason of the notary’s ignorance of the 
legal requirements of the situation. This 
case is reported in full in thisnumber of 
the Journal. See page 523. 

4. A New York bank discounted a 
note, payable in New York City, and 
indorsed by parties in Georgia. The 
note was protested by a New York no- 
tary, whose certificate recited. the fact 
of protest, bnt.was. silent as-to whether 
notice of protest’ was given the indor- 
sers. Inman action:on the note against 
the indorsers, the certificate alone was 
relied ‘upom to:prove both dishonor and 
notice. The court denies recovery:against 
the indorsers, for want of proof of notice 
ofidishonor, Hobbs v. Chemical Nat, 
Bank, 97 Ga. 524. 
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At common law, a notarial certificate 
was eyidenceonly of presentment and 
dishonor, and did not prove notice, al- 
though stated therein. But the Georgia 
Statute gives a wider scope to the no— 
tarial. certificate, and makes it. prima 
facie evidence of notice, when so stated 
in the certificate. Wecite this case as 
evidencing the desirability of notaries. 
having a knowledge of the statutory 
laws of the different states wherein their 
certificates may be used in evidence, 
that they may make them conform to 
such laws, and serve the entire purpose: 
expected of them. 

5. A Wisconsin bank handed an in- 
dorsed promissory note over to its no- 
tary for demand and protest. Prior to 
maturity, the makers had a place of 
business in the same city, but before 
maturity, it was abandoned. Both ma- 
kers, however, had places of residence 
in the city. The notary presented the 
note at the abandoned place of business 
and there demanded payment; then pro- 
tested the note. In an action by the 
bank against the indorser, the latter was 
held not liable. 

The court said: 


“The rule is elementary that if, prior 
to the maturity of the note, the maker 
abandons his place of business, if he has 
another, or his place. of residence is 
known or may by reasonable diligence 
be ascertained, presentment and demand 
of payment must be made at such new 
place of business, or such’place of resi- 
dence, and that the presentment at the 
old place is-insufficient.” 


The notary, however, was not ac- 
quainted with this elementary rule of 
commercial law, and his blunder, there- 
fore, cost the owner of the note, its 
amount, for the maker in this case was 
insolvent, (Reinke v. Wright, 93 Wis., 
368. 





NATIONAL BANK ADMINISTRATION. 


THE ADMINISTRATION AND BOOKKEEPING OF A NA- 
TIONAL BANK. 


An address by George M. Coffin, Deputy Comptroller of the Currency, at the meeting of the National Edu- 


cational Association, Washington, D. C. 


Before entering upon a discussion of 
the administration and bookkeeping of 
a national bank, some definite know- 
ledge of the system under which such 
banks are operated is essential. 

NATIONAL BANK SYSTEM. 

The national banking system was 
evolved in 1863 out of the exigencies of 
a great Civil War. To meet the cost of 
this war the government had to borrow 
huge amounts and needed besides large 
sums of money to pay its current ex- 
penses. It had already issued directly 
about $450,000,000 of paper money 
familiarly called ‘“greenbacks,” but 
needed more. So the government made 
to the banks then operating under state 
charters, and to any new banks which 
would organize, this proposition. If a 


bank will buy $100,000 United States 
bonds, the government will lend the 
bank $go,oo00 of national bank currency 
holding the bonds as security for the 
currency, which the bank could imme- 


diately issue to circulate as money. 





GEORGE M. COFFIN, Deputy Comptroller of the 
Currency at the time of the delivery of the above ad- 
dress, is now vice-president of the Phoenix National 
Bank of New York, his resignationas deputy comp- 
troller having been tendered August 16, to take effect 
September ist. We quote the following froma Wash- 
ington despatch tothe New York Evening Post rela- 
tiveto his retirement from the government service. 

“The retirement of George M. Coffin, Deputy Comp- 
troller of the Currency, to accept the vice=presidency 
of the Phoenix National Bank of New York, means 
the loss tothe Treasury of an officer of uncommon 
efficiency. The most delicate errancs in connection 
with the management of national banks in peculiar 
crises were committed to him and invariably with 
marked success, 

“On one occasion when a bank in Indiana was in 
serious trouble, but had depending upon it such a 
group of country banks as would have sowed disaster 
broadcast if the larger institution had failed, Mr. 
Coffin believed that it would be possible to save the 
latter by careful nursing, and himself went out and 


Tuesday, July 12, 1898. 


The currency is practically a loan to the 
bank by the Government on the collateral 
security of its bonds, which the bank 
can regain only by depositing with the 
Government lawful money equal to the 
currency it has received. 

The theory upon which these banks 
were created is that the issuing of cur-— 
rency to circulate as money is one of 
the constitutional powers granted tothe 
general Government, and that while the 
Government has not the power to create 
corporations for conducting ordinary 
business enterprises, it could create 
them for the purpose of performing such 
Governmental functions as might be 
delegated to them, 

In addition to this power to issue cur- 
rency the banks were permitted to do 
what is known as a commercial banking 
business, and the system as it stands to- 
day, after a test of thirty-five years, © 
represents with some exceptions the very 
best type of commercial banking on a 
most widely extended scale. Although 





lived in the family of a leading director as guest, se- 
cretly conducting the negotiations between the bank 
and the Washington office till fresh funds could be 
raised and the concern put firmly upon its feet once 
more, This was a type of the work he could do with 
uncommon skill. 

“Mr. Coffin’s promotion from chief of division to 
second in comniand of the bureau is believed to have 
been the first instance of the kind on record. For- 
merly the deputy comptrollers had been appointed 
from private life. Comptroller Eckels was resolved 
to haveatrained man for his deputy, however, and 
procured the promotion of Mr. Coffin as the best ail- 
around expert in the bureau, 

“The appointment of Mr. Coffin's successor is equal- 
ly significant from the point of view of civil service 
reform. Lawrence O. Murray has been until now a 
chief of division. Moreover, he is a Democrat. His 


promotion is a fresh evidence of the purpose of the 

present Treasury administration, though of unswerve 

ing partisan loyaliy itself,to make business and not 

= the first consideration in building up the 
igher branches of the departmental staff.” 
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the currency now issued by them am- 
‘ounts to a large sum, being about $200, - 
000,000, this feature is dwarfed in con- 
trast with the business of receiving 
deposits and lending money, for on 
May 5, 1898, the aggregated reports of 
condition from 3,586 national banks 
then doing business, with a capital of 
nearly $900, 000, 000, show that they held 
individual deposits amounting to about 
$2,000,000,000, and at the same time 
had loaned the enormous sum of $2,- 
097,094,235, besides having on hand 
about $460,000,000 in cash, held as a 
reserve against theirdeposits. Thecap- 
ital was contributed by over 281,000 
shareholders and deposits made by about 
2,000,000 depositors. 

There is no mystery about national 
banking. The shareholders who con- 
tribute the required capital stock invest 
it with the hope of making a reasonable 
profit, and at the risk of losing it all and 
as much more. For the past few years 
the enormous sum of $900,000,000 capi- 
tal invested in national banks has earned 
only about 5 per cent. average profit per 
annum. 


POWERS OF A NATIONAL BANK, 


A clear idea of the powers and _ privi- 
leges conferred upon a national bank is 
conveyed by the language of paragraph 
7, Section 5136, of the national bank act, 
as follows: 

**To exercise by its board of directors 
or duly authorized officers or agents, 
subject to law, al] such incidental pow- 
ers as shall be necessary to carry on the 
business of banking; by discounting and 
negotiating promissory notes, drafts, 
bills of exchange, and other evidences 
of debt; by receiving deposits; by buy- 
ing and selling exchange, coin and bul- 
lion; by loaning money on personal 
security; and by obtaining, issuing and 
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circulating notes according to the pro- 
visions of this title.” 

The chief objects, therefore, for which 
these banks are organized are: 

First. The receiving of deposits. 

Second. The loaning of money on 
personal property. 

Third. The buying and selling of ex- 
change. 

Fourth. The issuing of circulation se- 
cured by pledge of United States bonds, 

The intent of the law appears to have 
been to create institutions which, hav- 
ing a certain amount of cash capital 
stock actually paid in as a guaranty for 
the safety of depositors, should act as 
agents or trustees for the safekeeping of 
funds deposited with them, subject 
usually to withdrawal upon demand. In 
order that these banks shall be able to 
respond promptly to such demands they 
are required to keep on hand in lawful 
money a certain proportion of their de- 
posits, varying between I5 and 25 per 
cent. They are permitted to loan out 
the remainder of their deposits on per- 
sonal security upon the assumption that 
their loans will be made for short peri- 
ods of time, and so may be quickly con- 
vertible into funds wherewith to repay 
their depositors when necessary. 

As a further precaution in this direc— 
tion they are forbidden to make loans 
secured by real estate, or by their 
own stock, or to purchase the stock of 
other corporations for investment. 


ADMINISTRATION VESTED IN DIRECTORS, 


The administration of the affairs of a 
national bank is vested by law in the 
board of directors, the number of whom 
in no case is less than five. These di- 
rectors, elected annually by the share- 
holders of the bank, have the power to 
appoint all officers and clerks, define 
their duties, require bonds of them and 
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fix the penalty thereof, dismiss any 
officer or employe at pleasure, and ap— 
point another to fill his place; to pre- 
scribe by-laws not inconsistent with law, 
regulating the manner in which the 
bank’s stock shall be transferred, its di- 
rectors and other officers elected or ap- 
pointed, and its general business con- 
ducted, 

Each director when elected must take 
an oath that he will, so far as the duty 
devolves on him, intelligently and hon- 
estly administer the affairs of the bank, 
and will not knowingly or willingly per- 
mit to be violated any of the provisions 
of the national bank act, and that he is 
the owner in good faith of at least ten 
shares of stock in the bank, which must 
not in any way be pledged as security 
for any debt, 


ADMINISTRATION AND BOOKKEEPING, 


It is now in order to discuss in detail 
the administration of a national bank, 


which necessarily includes the book- 


keeping. 

Betore a national bank with $100,000 
capital stock can commence business it 
must have $50,000 actually paid in, and 
must buy and deposit with the Treasurer 
United States bonds having $25,000 par 
or market value as security for $22,500 
currency which it receives as soon as 
printed by the government. The re- 
maining $50,000 of capital must be paid 
in within five months after the bank be- 
gins business. When the full amount of 
each snare ($too) is paid in a certificate 
of stock signed by the president and 
cashier is issued to each shareholder 
stating the number of shares to which he 
is entitled. A record of all shares issued 
must be kept on the stubs from which 
the certificates are detached, and also in 
a ‘‘stock ledger” which contains an ac- 
count with each shareholder, showing 
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date of issue, and number and par value 
of shares held by him. Whenever a 
shareholder transfers his stock by sale to 
some one else, he must indorse the cer- 
tificate to the new holder, who surren- 
ders it to the bank and receives a new 
certificate in his own name. The bank 
cancels the old certificate, attaches it to 
its stub and on the stock ledger charges 
the account of the former holder, and 
opens an account with the purchaser of 


the stock. 
DEPOSITS. 


About the first business a new bank does 
is to receive deposits. The depositor 
takes his money or checks to an officer 
called the receiving “‘teller,”” which by 
derivation means one who keeps “tally.” 
The amount of checks, paper money, 
gold, silver or small coin stated on a 
printed deposit ticket is handed with the 
deposit to the te ller, who on first deposit 
gives the depositor a pass bookin which 
is entered amount and date of deposit, 
and usually a book of blank checks 
with which to draw out his deposit when 
desired. Only about ro per cent. of 
bank deposits are made in actual money, 
about go per cent. being checks and 
drafts. The depositor writes his signa- 
ture and address on a card or in a book 
kept by the bank to prove the genuine- 
ness of his signature on the checks he 
may draw. Thetellerenters the am- 
ount of the deposit in a book, placing 
the ticket on file, from which it is taken 
later by the keeper of the “individual 
ledger” in which is kept an account with 
each depositor, showing in one column 
his deposits, in a second the checks 
paid, and in a third the balance re- 
maining to his credit. Such a ledger is 
called the three column, or balance 
ledger. 

When the depositor wishes to with- 
draw any money, he presents his check 
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payable to bearer at the bank to an 
officer called the ‘‘paying teller” though 
in a small bank the receiving and pay- 
ing are both done by thesame teller. Or 
he gives his check payable to bearer or 
order to some one else who may either 
draw the money or deposit the check. 
The paying teller being satisfied that 
the signature is genuine, and that the 
depositor has the proper amount to his 
credit, pays the check in such money as 
the holder prefers from the supply of 
currency furnished him for this pur- 
pose. Having paid the check, he re- 
cords the amount in a book, and stamps 
it paid across the face, placing it on file, 
from which it is taken later by the indi- 
vidual ledger bookkeeper, who charges 
it to the account of the depositor on his 
ledger, and changes the amount in the 
balance column to correspond. 

At close of the day’s business the re- 
ceiving teller, who commences the day 
with no money on hand, balances his 
accounts in a book showing the amount 
of deposits received on one side and the 
amount of checks and money in his pos- 
session on the other, which must equal 
the amount received if noerror has been 
made. The paying teller who begins 
the day with a stated supply of currency 
also makes a balance, showing the 
amount remaining on hand after de- 
ducting total of checks paid during the 
day. Thetotal of deposits made and 
of checks paid entered in all accounts 
on the individual ledger must agree 
with the corresponding totals on the 
books of the tellers if no errors have 
been made in the postings. 


LOANS AND DISCOUNTS, 


As the chief profit a bank makes is de- 
rived from loaning its capital and a 
portion of its deposits at interest, this 
feature of the business requires the 
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greatest care and judgment, for if the 
funds are loaned to borrowers who do 
not repay them loss will ensue instead 
of profit. This department, therefore, 
calls for the highest display of adminis- 
trative ability on the part of the direct- 
ors, whose duty it is to exercise unremit- 
ing vigilance and discretion in scrutiniz- 
ing the financial ability, and, above all, 
the integrity and punctuality of bor- 
rowers, Asa rule no loansor discounts 
should be granted by a bank unless ap- 
proved by the full board of directors, or 
at least by a committee of their number 
specially qualified to be judges of credit. 
This important duty should never be 
delegated to one director or officer alone. 
From time to time all the notes and ob- 
ligations upon which loans are made 
should be carefully examined by the di- 
rectors with a view to seeing that ac- 
commodations granted are prudent in 
amount and that the signatures on the 
loans and discounts are genuine. Par- 
ticular attention should be given to 
paper not paid at maturity, called over- 
due, in order to collect it or make it 
secure. Each note when discounted 
should be numbered sequentially,to give 
it an individuality, and recorded by the 
discount clerk in a register giving 
proper details as to makers, indorsers, 
collateral security and date of maturity. 
Usually, loans granted by national 
banks are made on promissory notes 
signed by one party and indorsed by 
another, called two name paper, or on 
notes made by one party secured by 
collateral of stocks or bonds made pay- 
able to bank by assignment. Sometimes 
loans are made on notes made by one 
party without security of indorsement or 
collateral; this is called single-name 
paper. A list of all loans and discounts 
arranged according to the dates when 
they fall due, should be kept in a book 
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called “‘discount tickler,” from which 
notices reminding borrowers when to 
pay are sent out, and the payment or 
nonpayment of notes at maturity can be 
conveniently seen. To a large extent 
national banks collect notes and drafts 
belonging to their customers and the 
same bookkeeping and care should be 
applied to these as to those which be- 
long to the bank. 


EXCHANGE, 


An important branch of business is 
the buying of checks and drafts on 
banks or individuals in other places,and 
the selling of checks on other banks, 
called buying and selling exchange. The 
blank checks are either bound in book 
form, with stubs sequentially numbered, 
or put up in pads without stubs with a 
book sequentially numbered in place of 
stubs for recording amount, date, etc. 
The exchange bought is forwarded by 
mail for collection to other banks, upon 
which the bank remitting them draws 
exchange. For each such correspond- 
ent bank, an account must be kept by 
the bank in a ledger showing amounts 
remitted in one column, amounts drawn 
in another, and the balance due in a 
third. 


CLEARING HOUSE. 


Where there are several banks in one 
place there is usually a very important, 
and labor-saving arrangement between 
them called the “clearing house.”” Each 
bank usually receives on deposit or for 
collection, checks or drafts drawn on its 
neighbors, and the clearing house is a 
plan for a representative from each bank 
to meet every day ata stated hour and 
convenient place to make a mutual ex- 
change of checks, paying only the bal- 
ance due from or to each other in money. 
This accomplishes an immense saving 
of actual currency. As an illustration 
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the clearing house banks in New York 
city in 1897, exchanged checks amount— 
ing to over $31,000,000,000 by paying 
balances aggregating less than $2,000,- 
000,020, or only about 6 per cent, in 
actual money. 


GENERAL LEDGER, 


The book in which a general summary 
of the bank’s business is kept is called 
the general ledger, with accounts show- 
ing all transactions in capital stock, 
profits, deposits due to individuals and 
banks, circulating notes, etc., all of 
which represent ‘‘liabilities,” or what 
the bank owes, and such accounts as 
loans and discounts, United States bonds, 
amounts due from other banks and 
cash, which represent ‘tresources” or 
“assets,” or what a bank owns. A bal- 
ance of the accounts on this ledger 
should be a true statement of the bank’s 
resources and liabilities, and show at a 
glance its actual condition, provided all 
the books and accounts are honestly and 
accurately kept. 


QUALIFICATION AND TRAINING OF BANK 
ACCOUNTANT. 

The constant verification of all these 
accounts is a most important branch of 
bank administration and this suggests a 
discussion of the second branch of the 
subject, viz. : the qualifications and train- 
ing of abank accountant. The essen- 
tial qualification of any expert account- 
ant is the natural capacity to understand 
the meaning of figures, The accountant 
is born, not made, for the ability to un- 
derstand figures is as much a natural 
talent as that for music, painting or any 
of the fine arts, 

The best training school for a bank 
accountant is practical experience in all 
the departments of bank work and book- 
keeping, and the clerk who soonest wins 
success in a bank or any other field is 
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he who, not content to know thoroughly 
only his own duties, is eager to know all 
he can learn of the duties in all other 
departments. But the bank accountant 
who has mastered a knowledge of the 
work and bookkeeping of the tellers,the 
individual bookkeeper, the discount 
clerk, the exchange clerk, and the gen- 
eral bookkeeper, still has some impor- 
tant things to learn. And these are 
how to discover the methods by which 
books and accounts may be falsified to 
conceal dishonest acts. A good bank 
accountant should be able to make a 
thorough examination of the affairs of 
-a bank, and in doing this he should take 
nothing for granted. In the teller’s de- 
partment every dollar should be actually 
counted and examined and every check 
and memorandum carefully scrutinized 
to ascertain that signatures are genuine 
and that the items represent cash value. 
The only complete proof of the correct- 
ness of the individual ledger will be the 
actual comparison of depositor’s pass 
books with the ledger accounts to see if 
the figures on both correspond. Through 
falsification of depositor’s accounts on 
the individual ledger the bookkeeper, 
with the aid of a confederate outside, 
has frequently been able to commit rob- 
bery amounting in some cases to hun- 
dreds of thousands of dollars. Robbery 
has also been committed through falsi- 
fication of accounts with correspondent 
banks, which can be detected only by 
careful comparison of a transcript of all 
entries on the books of the correspond- 
ent bank with the books of the bank, 
called reconcilement of accounts. In 
examining loans and discounts, the ac- 
countant must see that the signatures of 
makers and indorsers are genuine and 
that the aggregate of all items agrees 
with the balance of loans and discounts 
on the general ledger. He must also 
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examine and verify all stocks, bonds 
and other collaterals held as security. 
When interest on loans is not entered 
until notes mature, defalcations have ec- 
curred where the discount clerk has col- 
lected the correct amounts, but entered 
smaller amounts on the bank’s books, 
appropriating the difference to his own 
use. In general the aim of the expert 
bank accountant should be to find 
whether the bank’s statement of resour- 
ces and liabilities taken from its general 
ledger represents the truth, and to do 
this he must have the capacity to look 
into every nook and corner of the bank's 
business and unearth any fraud which 
may have been covered up. 

In conclusion, successful administra- 
tion depends upon the ability of bank 
directors to guard against dishonesty 
and incompetency from two directions. 

On the outside of the bank they must 
be vigilant to see that the funds of the 
bank are so loaned or invested that they 
will be repaid with interest, otherwise 
loss of profit and even of capital will re- 
sult, and on the inside of the bank they 
must take such precautions that acts of 
dishonesty can not be committed. This 
can be accomplished only by carefully 
inquiring into the reputation of every 
employe before engaging him and by 
having the work of every employe 
checked or verified by some one else; 
this precaution is really a moral duty 
bank managers owe to their employes. 

After all, the success of the bank 
manager, the bank accountant and of 
the bank’s customers and employes as 
well, will depend upon the intelligence, 
the energy and the honesty contributed 


by each and all to the general result. 
In its last analysis it is a matter of good 
character—the best capital any business 
man may possess on earth and the only 
treasure he can possibly have with him 
in heaven, 
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DEPOSIT CURRENCY. 


Address by William C. Cornwell, President of the City Bank, Buffalo, before the National Currency Conven- 
tion, Omaha, Neb. Wednesday, September 14, 1898 


Considerably over three thousand mil- 
lion dollars worth of promises are held 
by the banks of the United States. 

These promises are made in writing 
and are signed by all classes of people. 

Some of these people have property 
like stocks and bonds, or other forms of 
collateral which they have put up to in- 
sure the payment of their promises, 

Others have prospects which they 
virtually pledge in their promises to pay 
—prospects of selling things, like wheat, 
corn, cotton, lumber, iron—also muscle 
work and brain work. With the pro- 
ceeds of the sale of these things they 
expect to pay their promises, 

These promises are the loans and bills 
discounted, held by the banks. 

All of this value in promises to pay is 
used as the basis of a currency which 
has come gradually—steadily into use 
in the business of the United States. 
The operation is this: The man with a 
promise turns it over to the bank, which 
gives him its promise in the shape of a 
right to draw against the amount of his 
promise, less the discount. 

The right to draw is expressed in the 
form of a deposit to his credit. 

His checks against this deposit are ac- 
cepted by any one he wishes to pay 
money to, and his checks at once form 
a part of the currency of the country, 

This currency has come into use with- 
out concerted action, without legis- 
lation—almost without the knowledge 
of the great majority of the people who 
are using it daily. 

This currency is what is known as de- 
posit currency. 

A very large part of the business of 


the United States is carried on with this 
kind of currency. 

The deposits in the banks, the basis of 
this currency or money, have increased 
from eleven hundred million in 1875 to 
33 hundred million in 1897, The cur- 
rency furnished by checks against these 
deposits does 95 per cent, of the business 
of the United States just exactly as it 
would be done with bank notes if there 
were enough of them, or with govern— 
ment paper money. This great bulk of 
payments is made by checks and drafts, 
no one of which stays in existence much 
more than one or two days. This method 
of doing this business, as I have said, has 
come into use practically without law, 
to approve, or regulate, or restrict it. It 
is the invention and choice of the busi- 
ness public and has come into enormous 
use in the United States, while bank 
notes have been cut down in volume 
from over 300 millions to under 200 
millions. 

If commerce had not been hampered 
by legislation it would have made equal- 
ly advantageous use of bank note cur- 
rency in sparsely settled regions where 
deposit currency is not available. 

We have here a method of payments 
which has sprung up of itself out of the 
needs of commerce, composed wholly of 
the products and paraphernalia of com- 
merce, solely possible of use in com- 
merce, and wonderfully adapted in every 
way for such use—a perfect medium. 

And when we reflect that money, a 
medium of exchange, used only by com- 
merce, would not be used at all if there 
were no commerce, does it not seem ad- 
missible and just that commerce should 
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decide on its own medium and perfect 
it. 

The same process would long ago have 
perfected a system of bank note cur- 
rency in the United States had not leg- 
islation interfered to embarrass, to en- 
tangle and to destroy. 

But note currency is exactly the same 
as deposit currency in its general prin- 
ciple. It is the promise of the bank 
given, notin the shape of a right to 
draw against it as with a deposit, but 
the directly expressed promise of the 
bank to pay, divided up into single dol~ 
lars and fixed multiples of single dollars 
—ones, twos, fives, tens, twenties, hun- 
dreds—printed on paper and used ex- 
actly as the checks against deposits are 
used. 

These, made absolutely safe by a guar- 
anty fund of the banks collectively, pass 
current in agricultural and wooded sec- 
tions where names of drawers of checks 
would not be taken because not known. 

These notes have behind them the 
same kind of assets as deposits—namely, 
the secured promises of individuals who 
have borrowed the notes from the 
bank. 

In order to make them doubly sure to 
the innocent holder they are made a 
prior lien on all the assets of the bank 
issuing them. 

More of them cannot go out into the 
community than are actually needed in 
business because no good borrower will 
pay interest unless he needs to use the 
money, and when he ceases to need this, 
the notes come back to be paid. 

Instead of these perfectly adapted me- 
diums of exchange, these absolutely se- 
cured notes of banks, we are asked, in 
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fact, have been compelled for more than 
35 years, to accept government notes 
which are totally unadapted to the uses 
of business. 

Hampered in this way, commerce has 
spread out and quietly developed its own 
medium—Deposit Currency. 

But why should commerce be ham- 
pered when its success means prosperity 
for all? 

Why should not commerce be allowed 
to develop the usefulness of the bank 
note? 

A bank note is a title to actual prop- 
erty held by the bank. 

A government legal tender note is not 
a title to anything. 

It is issued for expenses, or buildings, 
or harbors, none of which can be used 
to pay it with, 

It is a forced loan. 

It can only be paid by taxing the 
people for the money to pay with. 

If it is intended to have it constantly 
redeemable in gold, then a vast amount 
of gold must be tied up in the treasury, 
idle, which is a direct loss to every citi- 
zen. 

The tendency of legal tender notes is 
to increase instead of to diminish. 

It is an inflator, because once issued 
there is no force in the conditions of 
trade to drive it out when not needed. 

Inflation benefits only reckless specu- 
lators and its reaction harms all. 

Tried by nearly every government in 
existence, legal tender notes have proved 
in every instance a failure, entailing in 
their own speculation, business uncer- 
tainty, fluctuating employment for labor, 
suffering to wage earners and, finally, 
disaster to every interest. 
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THE DUTY OF A PAYING TELLER IN A UNIQUE CASE, 


The paying teller of a bank is supposed to be a trained expert; and when a bundle of checks which have been 
dishonored by failure of the drawee bank. is presented at his window by the holder for payment under an 


arrangement of the drawer by which his ban 


is to make them good, and the drawer stands by and says 


**those are the checks I want paid”; the teller must scrutinize every part of each, and not alone the amount 
and drawer’s signature; for if 1t turns out that one of the checks has been certified by the drawee bank be- 
fore failure, unknown to the drawer, the teller will be negligent and his bank responsible for payment of 
such a check upon which the drawer (although ignorant thereof) is no longer legally liable. 


The following transaction, in which a 
bank is held liable for the act of its 
paying teller, in paying out money of a 
depositor on his order, without exercis- 
ing sufficient care and skill, may prove 
of interest to the tellers of banks. 

The Union Stock Yards Bank of South 
St. Paul, suspended payment Dec. 22, 
1896. At the time of the suspension the 
firm of R. M. Tomlinson & Co., depos- 
itors in the failed bank , had outstanding 
nine checks drawn by them on the bank 
which they were desirous to protect. 
Accordingly, on the afternoon of that 
day, their representative, one Page, 
called on and made an arrangement 
with the National German American 
Bank to open an account with it; in- 
forming the cashier of these nine out- 
standing checks, and requesting him to 
have the bank pay them and charge 
them to the newly-opened account of 
Tomlinson & Co., and a sufficient de- 
posit was made to meet the checks. 

Concerning the status of these checks 
before presentment to the National 
German-American Bank, eight of them 
were presented to the drawee, the Union 
Stock Yards Bank the day after the fail- 
ure, and were protested for nonpayment. 
The ninth check, for $913, it subse- 
quently appeared, had been presented 
by the payees, five days previous to the 
failure and had been certified by the 
Union Stock Yards Bank, which certifi- 
Cation, in law, operated to release the 
drawers from all liability thereon; but 
of this fact of certification, Tomlinson & 
Co. and Page were at the time unaware, 


and in requesting the National German- 
American Bank to pay the checks, sup- 
posed that all nine of them were valid 
and binding obligations on Tomlinson 
& Co. When the nine checks were pre- 
sented to the paying teller at the Nat’l, 
German-American Bank, his examina- 


tion of them was not sufficiently thorough 
to ascertain that one of them had been 
certified; and he caused to be paid the 
whole nine of the checks, Tomlinson & 
Co., thereafter learning of the certifica- 
tion of one of the checks and that it was 
not a valid obligation against them, 
sought to hold the Nat’! German-Ameri- 
can Bank responsible for the amount.* A 
divided court holds the bank to this 
responsibility on the theory that the 
bank’s paying teller did not exercise a 
sufficiently high degree of care in the 
matter, One judge, however, thinks 
that under the circumstances, the bank 
was justified in paying the whole nine 
checks. A detailed statement of what 
the teller did, and of the circumstances 
surrounding the payment, which the 
majority of the court holds the teller 
negligent in making, is as follows: 


On the afternoon of December 23d, 
Page came to the window of the paying 
teller and told him ‘‘that some of said 
checks were in the hands of the First 
National Bank of St. Paul for collec- 
tion.” At this moment a messenger 
from the First National Bank ‘ ‘appeared 
at said window, and stated to said Page 
and to said teller that he then had the 
checks they were talking about. Said 
Page then asked permission to examine 
said checks but said messenger refused 
to allow him to do so, and thereupon 


_handed to said paying teller a package 


of nine checks around the middle of 


*Tomlinson v. National German-American Bank, 
Supreme Court of Minnesota, June 28, 1898. 
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which package was a rubber band, and 
under the rubber band was a mem- 
orandum stating the amount of said 
checks. Said Page thereupon said to 
said paying teller ‘Those are the checks.’ 
Said paying teller then turned up the 
right hand end of each of said checks 
and examined the amount for which it 
was drawn, and the signature attached 
to each of said checks, but did not fur- 
ther examine the body or the reverse 
side of the said checks. Among said 
checks, and near the middle of said 
bundle, was the said check above de- 
scribed, and payable to said McDowell 
& Peters, which check had, as heretofore 
described, been certified by said Union 
Stock Yards Bank; and said paying tel- 
ler did not examine said checks far 
enough to discover the certification 
stamp thereon and did not discover that 
said check had been certified, although 
he could and would have done so had he 
examined said checks further than as 
above described. Said paying teller 
then figured up the total amount of said 
checks and stated said amount to said 
Page and asked Page if he should pay 
the protest fees on said checks. Said 
Page replied ‘Yes.’ Thereupon said 
paying teller gave to said messenger a 
memorandum calling for a cashier's 
check payable to the First National 
Bank for the entire amount of said 
checks and protest fees, and said mes- 
senger procured said cashier’s check and 
departed.”’ Page did not know of ihe 
certification at the time he directed the 
teller to pay the checks; nor did he then, 
nor prior, examine the checks or have 
opportunity to do so; and this the pay- 
ing teller knew when he paid the checks. 
When this check was certified, Decem- 
ber 17th, by the bank which failed on 
the 22d, its amount was immediately 
charged to Tomlinson & Co, but they 
did not know of the certification until 
after December 23, 1896. 

The majority of the court hold the 
National German-American Bank li- 
able for the act of its teller in having 
paid the certified check in the circum. 
stances above stated, their reasoning 
being as follows: 

“ While the question is close and not 
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free from difficulty we are of opinion 
that the trial court was warranted in 
finding that, in the paying of this check 
defendant was at fault and plaintiffs 
were not. The paying teller knew that 
Page had never examined any of the 
checks since they were issued and had 
never had an opportunity to do so. The 
teller gave the checks a very hasty and 
superficial examination when they were 
handed to him by the messenger. 
Whether he was induced to do this by 
the assertions of Page at the time, and 
whether he was negligent in his manner 
of doing it notwithstanding Page’s as- 
sertions, were, in our opinion, questions 
of fact for the trial court. It does not 
appear that Page knew that the teller 
had given the checks a superficial or 
negligent examination, One stood out- 
side the teller’s window, the other inside; 
and the evidence and findings are silent 
on that point, More was expected of the 
teller thanof Page. One was supposed 
to be a trained expert in the banking 
business: the other was not. In paying 
out the money of a depositor on his or- 
der, the law holds a bank to rather a 
high degree of care and skill.” 

The view of a minority of the court, 
exonerating the bank from responsibil- 
ity, is thus expressed : 

“Page, after assuring the teller that 
these were the checks to be paid, stood 
by, saw that the teller was merely look- 
ing at the amount of each check and 
protest fees and the signature thereto, 
made no attempt to examine them after 
they went into the teller’s hands, and 
more than once asserted that he wanted 
them paid, including the protest fees. 
While it is true that a high degree of care 
and skill is required of a bank when it 
pays out a depositor’s money, I think 
that some care is demanded of the lat- 
ter. I am of opinion that each of these 
checks, including the certified one, was 
paid on Page’s express direction.” 

The experience of the paying teller of 
the National German-American Bank in 
this transaction has cost the bank up- 
wards of $1,000; other paying tellers 
may acquire this experience without any 
such expenditure, by a mere reading of 
the foregoing report. 





A HUGE INCORPORATION, 


A HUGE INCORPORATION, 


Organization of the Federal Steel Co., Capital $200,000,000, under the Laws of the State of New Jersey. 


In reviewing, in the August Journal, 
the work of Mr. James B. Dill upon 
New Jersey Corporations, we had oc- 
casion to call attention to the distinct 
characteristics of the corporation legis- 
lation of the State of New Jersey which, 
in view of the modern tendency of 
business concerns to incorporate, has 
been designed and perfected with the 
object of attracting and protecting in- 
corporated capital. Under this system 
of legislation, first promulgated in 1875 
and since perfected in every detail which 
experience has taught desirable, millions 
upon millions of dollars of the capital 
of both American and foreign owners, 
seeking safe and permanent investment 
im legitimate enterprises, have inco: por- 
ated in New Jersey; and the outlook 
for the future is that this little state, as 
the home of exclusively bona fide and 
legitimate corporations, will be known 
as the hub of the universe of corporate 
entities. 

New Jersey recognizes the fact that 
the State has charters to be granted to 
respectable, bona fide investors. She 
recognizes the fact that investors are free 
to go into practically any State with 
their organizations, therefore the State 
of New Jersey consistently passes such 
laws which, within the bounds of reason, 
wisdom and judicial prudence, favor and 
protect such bona fide investors. 

Since the publication of our August 
number, and as evidencing this tendency 
of capital to incorporate in New Jersey, 
we have to note the latest movement in 
this direction in the incorporation ,under 
the laws of the State of New Jersey, of 
the Federal Steel Co., with the enormous 
capitalization of $200,000,000, being 


the largest company ever organized in 
the state and the largest cash capital 
ever paid in at the organization of any 
company in the United States. 

The charter of the Federal Steel Co. 
(the steel trust) was filed in the office of 
the Secretary of State at Trenton on 
September oth. The company is acon- 
solidation of the Minnesota Iron Co., 
the Illinois Steel Co. and other kindred 
corporations, which have been amalga- 
mated under the guidance and direction 
of Mr, J. Pierpont Morgan, head of the 
banking house of J. P. Morgan & Co., 
which firm will finance the new com- 
pany, 

The local representative in New Jer- 
sey is the Corporation Trust Co, of New 
Jersey, of Jersey City, which company 
will act as the transfer agent of the 
stock and provide, at its own offices, 
the registered office of the Federal Steel 
Company. 

The legal duties connected with the 
creation and successful launching of this 
gigantic incorporated body, were per- 
formed by Mr. Francis Lynde Stetson, 
of the New York Bar, representing 
J. P. Morgan & Co., Mr. Stetson being 
associated with Judge E. H. Gary of 
Chicago, one of the most acute cor- 
poration lawyersat the Illinois Bar, who 
represented the consolidating compan- 
ies; Mr. James B. Dill, of the New 
York Bar, who is, by the way, the rec- 
ognized authority on New Jersey Cor- 
poration law, representing the Corpor- 
ation Trust Company. 

The details of the incorporation, 
briefly stated, are as follows: One mil- 
lion shares are to be preferred stock and 
one million common stock. The par 





512 


value of each is $100. The preferred 
stock is to receive non-cumulative divi- 
dends of 6 per cent. per annum begin- 
ning with January 1, 1899, to be paid 
before dividends shall be given to the 
holders of common stock. In case the 
corporation is dissolved, the holders of 
the preferred stock are to be entitled to 
the par value of their holdings before 
the holders of the common stock receive 
anything. The incorporators are Charles 
C, Cluff, Charles McVeigh and Benja— 
min C. Vandyke. Their address is 
given as 60 Grand Street, Jersey City, 
The names of James B. Dill, E.H. Gary 
and Francis Lynde Stetson appear in 
the articles of incorporation as witnes- 
ses to the signatures of the three incor- 
porators, Each incorporator holds ten 
shares of stock. 


The articles of incorporation state 


that the objects of the company are to 
engage in mining, manufacturing; the 


transportation of merchandise and pas- 
sengers on land and water; building 
vessels, boats, railroads, engines, cars, 
wharves and docks; operating and 
maintaining railroads (outside of N. J.), 
‘steamship lines, and other lines of trans- 
portation; the buying,improving and sell- 
ing of lands; the manufacture, purchase, 
acquiring, holding ; owning, mortgaging, 
selling, transferring, or otherwise dis— 
posing of, investing, trading or dealing 
in or with goods, wares, merchandise 
and property of every description; the 
acquiring and undertaking of all or any 
part of the business assets and liabilities 
of any person, firm, association or cor- 
poration,and the making and performing 
contracts of every kind; the holding, 
purchasing, mortgaging, leasing and 
conveying of real and personal property 
in any state or territory of the United 
States and in any foreign country or 
place, and in carrying on any other 
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business in connection therewith. The 
Board of Directors is authorized to in- 
crease its number without consent of 
the stockholders, and to make, alter, 
amend or rescind the by-laws, to 
fix the amount of the Company’s 
working capital, and to execute mort- 
gages and liens on the property of the 
corporation; but there shall be no sale 
of all the property except by a vote of 
two thirds of the directors. The direct- 
ors may, by majority vote, appoint three 
or more of their number to be an 
executive committee, with the full pow- 
ers of the board, to manage the Com- 
pany’s business. They shall also de- 
termine whether and at what times and 
places and under what conditions the 
books of the corporation shall be open 
to the inspection of the stockholders, 
and no stockholder shall have power to 
inspect the books or accounts except as 
authorized by statute, by determination 
of the directors or in accordance with 
the terms of a resolution adopted ata 
meeting of the stockholders. 

The importance to the State of New 
Jersey of this single incorporation is 
evidenced by the fact that the filing of 
the articles of incorporation at Trenton 
involved the payment of a tax to the 
Secretary of State of $40,000, and an 
annual franchise tax of some $13,500. 

The selection of the State of New 
Jersey for such an organization by such 
men as J. P. Morgan, the Rockfellers’, 
and others, shows conclusively that the 
New Jersey amendments of 1897 and 
1898 are practically and financially ap- 
proved by men who understand what 
such things are. 

It has been openly stated that but for 
these amendments of 1898, the State of 
Illinois would have been the location of 
this corporation and the finances of that 
State would have been enriched by the 
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$40,000 initial fee to the Secretary of 
State, and the $13,500 per annum there- 
after. 

The financiers who organized this cor- 
poration under the laws of the State of 
New Jersey had the whole of the United 
States to choose from. It goes without 
saying that men who pay $40,000 for a 
charter and pay $13,500 a year thereafter 
for the privilege of maintaining that 
charter, recognize the fact that such 
sums wili purchase the best charter that 
can be procured, and the fact that they 
selected the State of New Jersey is 
evidence that under the amendments of 
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1898, New Jersey now has the corpora. 
tion scheme which practical and financial 
men approve and are willing to pay for. 

Such an endorsement of New Jersey's 
policy to treat fairly its corporations is 
a warning to those states who see in a 
corporation only a thing to be attacked 
from every possible standpoint. 

The organization of the Federal Steel 
Company under the laws of the State 
of New Jersey, proves that those parties 
both within and without the State of 
New Jersey who harp on the iniquity of 
the New Jersey amendments of 1898, are 
but gnawing a file. 


A CENTURY OF BANKING, CURRENCY, GOLD AND SILVER 
PRODUCTION, AND COINAGE. 


The banking, currency, coinage and 
production of precious metals in the 
United States during the past century 
are presented in great detail by a series 
of tables just issued by the Treasury 


Bureau of Statistics as a part of the 
July Summary of Commerce and Fi- 
nance. 

These tables, covering more than 100 
pages of this unusually large volume, 
present a very complete picture of the 
growth of the banking system and of 
the currency, both metallic and paper, 
and to this is added for comparative 
purposes a brief statement of the bank- 
ing and currency conditions and gold 
and silver production in other parts of 
the world. 

An examination of these figures cov- 
ering the banking and currency history 
of the country, brings to the surface 
some interesting facts. The earliest 
figures are those of 1774, which give the 
specie at that date at $4,000,000, The 
same statement puts the specie, in 1784, 
at $10,000,000, the number of banks 
three, with a capital of $2,100,000 anda 
circulation of $2,000,000. By 1797, the 


number of banks had increased to 25, 
the capital to $19,200,000, the bank cir- 
culation to $10,000,000 and the specie to 
$1 4.000, 000. 

The story of the century 1797-1897 
is told very fully in the elaborate series 
of tables both as to banks and their cur- 
rency, and gold and silver production 
and coinage. The number of banks in 
1797 Was 25, in 1897, 9,457. The cap- 
ital in 1797 was $19,200,000, in 1897, 
$1,027,493,653. The bank circulation 
in 1797 was $10,000,000, in 1897, $198,- 
920,670. The depvsits in the First 
Bank of the United States in 1809, the 
earliest date at which reports of bank 
deposits are obtainable, amounted to 
$8,500,000; the individual deposits re- 
ported by the 9,457 banks in 1897, 
$5,193.755,807, of which $1,939, 376,035 
were classed as savings deposits. 

The increase in the number of state 
banks prior to the war is shown to have 
been very rapid, the number in 1830 
being 329; in 1840, 741; in 1850, 809; 
in 1860, 1,562. The decrease from 1860 
was equally rapid, the number of state 
banks. in 1863 being 1,023; in 1864, 349, 
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and in 1868, 247, while the number of 
national banks organized in 1863, 1864 
and 1865, was 1,601, State banks again 
increased in numbers after 1868, the 
number in 1872 being 566; in 1885, 975; 
in 1888, 1,403; in 1890, 2,101; in 1894, 
3,586; and in 1897, the number, includ— 
ing private banks, is reported at 3,873. 
Prior to 1860 the deposits in state banks 
amounted to but little more than half 
the capital stock, while since 1877, de- 
posits have at all times been more than 
double the amount of capital stock, and 
in 1897 were $723,640,795, against a 
capital stock of $228,677,088. 

The statements regarding the amount 
of money in circulation in the United 
States at various periods are equally in- 
teresting. The amount in circulation 
in 1800 is given at $4.99 per capita; in 
1810, $7.60; in 1820, $6.96; in 1830, $6.- 
69; in 1840, $to.g1: in 1850, $12.02; in 
1860, $13.85; in 1865, $20.57; in 1870, 
$17.50; in 1880, $19.41; in 1890, $22.82; 
and in 1898, $24.74. The statement re- 
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garding gold production and coinage in 
the United States and in the world 
shows that the mines of the United 
States produced more gold in the year 
1897 than in any preceding year, except 
those of the great gold developments of 
California—i1850-3-4. The gold pro- 
duction of the United States in 1897 is 
given at $57,363,000, while that of 1852 
was $60,000,000, that of 1853, $65,000,. 
000, and that of 1854, $60,000,000. Col- 
orado is shown to have taken, in 1897, 
first place in the rank of gold producing 
states, her production in that year being 
$19,104,200 against $14,618,300 by Cali- 
fornia; while prior to that time, Cali- 
fornia had constantly stood at the head 
of the column of gold-producing states. 

The coinage of gold by the United 
States mints in 1897 was $64,634,865, 
which is nearly 50 per cent greater than 
the average annual coinage since 1870. 

The statements covering the gold pro- 
duction of the world are also equally 
interesting. 


PROF. HENRY COLEMAN. 


A casual glance through any standard 
American biographical work discluses 
the fact that a considerable number of 
the successful men in business, in the 
professions and various other vocations 
began their careers under inauspicious 
circumstances; but, few indeed, under 
more adverse conditions than Professor 
Henry Coleman, of Coleman’s Business 
College, Newark, N. J., who enjoys na- 
tional repute as a practical educator and 
instructor in business and commercial 
systems, and whose career has been re- 
markable almost beyond comparison, 

Born in County Mayo, Ireland, he is 
the son of a prominent lawyer who was 
for many years Queen’s Counsel for that 
county, but who was disinherited for 
marrying below his station in life, When 


four years vid, Henry came to this coun- 
try with his mother, uncle and two 
brothers. They settled on a farm at 
Whitehall, Washington County, N. Y., 
where they remained for a year or so 
when the uncle took it into his head to 
goto Chicago. His removal necessi- 
tated the breaking up of the little family 
which was done by the boys being bound 
out, Henry, to a farmer by the name of 
Coleman, whose name he bears; the 
next elder brother to a cabinet maker in 
Whitehall by the name of Bennett, and 
the youngest boy, to farmer Miller of 
that neighborhood. MHenry’s master 
was of acruel and hypocritical nature 
and treated the boy in a brutal and 
fiendish manner, no slave of the South 
in those days being worse treated. His 
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boyhood was devoid of those pleasures 
usually allotted youth, and he to-day 
carries the scars of his master’s inhuman 
treatment. 

When 17 years of age, at the instiga- 
tion of Hyland, one of Coleman’s ten- 
ant farmers, the lad ran away from 
home, his worldly possessions consisting 
of a quarter of a dollar (which he had 
the misfortune to lose on his first day's 
trip) and a bundle tied in an apron. 
He fell in with a cattle dealer by the 
name of Hurd who was driving cattle to 
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Troy, N. Y., and as it was Henry’s 
intention to seek employment in the 
shops at Hartford, Conn., he engaged 
to Hurd as a driver; but when they ar- 
rived at Troy, N. Y., the boy was 
captured by his master who took him 
home and asked Hyland to accompany 
them to the wagon shed to see that he 
‘didn't kill Henry,” when he adminis- 
tered his customary cruel chastisements, 
Hyland saved the boy who had proven 
loyal and not informed on him and,from 
that day, Coleman never attempted an- 
other assault upon him and shortly af- 
terwards gave him his release. 

Always ambitious to secure an educa- 
tion, which Coleman had neglected to 
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give him although the articles called 
for it, Henry was again forced to face 
a cold and uncharitable world, with the 
meagre capital of $3, and obtained 
employment with a family by the name 
of Teft, near Union Village, N, Y., for 
whom he worked without pay in order 
to attend school and, after the school 
season, hired to Teft at $9 per month, 
Coleman’s daughter, who had been 
forced to leave home on account of the 
persecutions on the part of a step- 
mother, wrote Henry that she had re- 
turned home upon the death of the 
latter and that Coleman earnestly wished 
him to return, offering him $12 per 
month; but the month’s trial proved 
Coleman as bad an employer as master. 

He next engaged with a man named 
Farnsworth who was college bred and 
lived in elegant style on a farm but who 
knew nothing of farming and, conse- 
quently, failed to pay the boy his wages. 
He returned to Whitehall, made a trip 
on a canal boat from there to Montreal, 
thence to New York and return, but 
gave up the job and entered the market 
and grocery store of Alfred P. Carver, 
with whom he remained three years; one 
winter of which was passed in East 
Poultney, Vermont, taking a course in 
school, 

He next secured work in the sash, 
door and blind factory of Crampton & 
Co., who then had the contract for 
making the doors and blinds for Vassar 
College, the major portion of which he 
finished , little thinking that he was des- 
tined to spend seventeen years of his 
life with what was then by consen- 
sus of opinion during his connection 
with it, the greatest commercial college 
in the world, “Eastman’s,”’ 

In November, 1861, he enlisted in 
the 96th Regiment New York Volun- 
teers, and served in the army under 
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General McClellan in the Peninsular 
Campaign until its retreat to Harrison’s 
Landing, when he got his discharge by 
order of the Secretary of War. 

Returning to Whitehall he resumed 
his trade in Spooner’s door factory and 
his fellow workman was Stidfall, whose 
son, many years later, became Professor 
Coleman's first boarding pupil in the 
Newark College. In 1865, upon the day 
of General Lee’s surrender to General 
Grant, he entered Eastman’s Business 
College as a pupil and had a written 
agreement with H. G. Eastman that he 
should be employed as an instructor 
upon his graduation, In the fall of that 
year he accompanied, as Drum Major, 
Eastman’s Band, which was the finest 
musical organization in this country, on 
a tour of the West. In Chicago the 
band was received with great eclat. 
Crosby Opera House was the scene of 
its reception. Horace Greely made an 
address, as did.the mayor of the city 
and members of the city council 
which was present in a body. Pro- 
fessor Coleman’s rare musical genius 
and proficiency as drum major made 
this trip the most notable of the many 
successes the band scored during its ex- 
istence. The occasion was the opening 
of a branch of Eastman’s Poughkeepsie 
College in Chicago, which occurred un- 
der most auspicious circumstances, over 
1,500 pupils being in attendance the first 
year. Professor Coleman had complete 
charge of Eastman’s Poughkeepsie Col- 
lege for twelve of the seventeen years 
he was connected with it. 

In 1881, he removed to Newark and 
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engaged in the insurance business. He 
made the acquaintance of A, B. Clark, 
manager of the Bryant & Stratton Busi- 
ness College in that city with whom 
the Professor made copartnership ar— 
rangements, but the death of Mr. 
Clark occurred before the change went 
into effect. Mr. Coleman purchased the 
college from his heirs and has since con- 
ducted it with success, as is evidenced 
by the number of pupils in constant at- 
tendance. A written certificate of grad- 
uation from this college is recognized by 
the business world, which is ever eager 
to secure competent and intelligent men, 
thirty thousand of whom have received 
a thorough commercial grounding un- 
der Professor Coleman during his career 
as an instructor, notafew of whom re- 
ceived their tuition gratis through his 
kindness. 

Respected and highly esteemed by his 
fellow man, Professor Coleman has every 
reason to look with pride upon his life's 
work, for his success has been attained 
through well directed effort backed by 
indefatigable energy. He is popular in 
club circles and prominent in fraternal 
orders, being a member of Northern 
Lodge No. 21 Masonic Order; Lodge 21 
Newark, Order Elks, and is Past Re- 
gent of Corinthian Council Royal Ar- 
canum; his club membership including 
the Lincoln Republican Club, the Gar- 


field Club, North End Club and Indian 
Club. He has been twice married and 
resides with his second wife and an in- 
teresting family at Homestead Park. He 
is an accomplished musician in both 
vocal and instrumental music, and a de- 
lightful entertainer. 
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By N. B. Scott, Commissioner of Internal Revenue, Washington, D.C, 
(Continued from August number). 


CircuLar No, 508. 


Rulings in Regard to Special Taxes under the 
Act of June 13, 1898. 


Treasury Department, 
Office of the 
COMMISSIONER OF INTERNAL REVENUE, 
Washington, D.C., August 8, 1898. 
The following rulings in regard to special 
taxes are published for the information of offi- 
cers of internal revenue and parties interested: 


SPECIAL TAX RULINGS, 


1. BANKS.—Undivided profits should be con- 
sidered as surplus in estimating the tax due 
from banks, the amount to be estimated by 
taking the average for the preceding year. 

2. Private banks having no capital stock are 
subject to tax as bankers. 

3. In computing special tax of banks whose 
capital exceeds $25,000, if excess is less than 
$1,000, it is not to be considered. 

4. In estimating the amount of special tax to 
be paid by a bank, based upon capital and sur- 
plus, the amount invested in United States 
bonds is not to be deducted. 

5. The amount invested by a bank in the 
bank building is not to be deducted from capital 
and surplus. 

6. A bank in liquidation, doing no business 
except collecting and dividing assets in closing, 
is not required to pay special tax. 

7. A bank engaged in business in the month 
of July must pay special tax for the entire year 
beginning July 1, 1698. 

8. A trust company is liable as a banker if it 
comes within any one of the three clauses of def- 
inition in paragraph 1, section 2 of the act, viz.: 

Every person, firm or company, and every 
incorporated or other bank, having a place of 
business where credits are opened by the de- 
posit or collection of money or currency, subject 
to be paid or remitted upon draft, check, or 
order, or where money is advanced or loaned 
on stocks, bonds, bullion, bills of exchange, or 
promissory notes, or where stocks, bonds, bul- 
lion, bills of exchange or promissory notes are 
received for discount or sale. 

9. Borrowed capital must be taken into ac- 
count when estimating amount of special tax 
required from bankers. 


10. It is not the subscribed capital, but the 
capital actually employed during the preceding 
fiscal year that is to be taken as the basis for 
estimating the special tax required to be paid. 

11. BRokKErs—The loaning of money for one- 
self or for others, on commission, does not sub- 
ject the lender to special tax as a broker; but if 
a person'makes it a business to negotiate pur— 
chases or sales of stocks, bonds, exchange, bul- 
lion, coined money, bank notes, promissory 
notes, or other securities, for himself or others 
he is required to pay the special tax as a bro- 
ker. ‘‘Itis only when making sales and pur- 
chases is his business, his trade, his profession, 
his means of getting his living, or making his 
fortune, that he becomes a broker within the 
meaning of the statute.” (Warren et al. v. 
Shook, gt U. S. 704.) 

12. Persons or firms acting as agents for resi- 
dent or nonresident parties, loaning money 
upon promissory notes, secured by mortgages, 
are not brokers within the meaning of the act, 
and are not liable to the special tax provided for 
brokers. 

13. A lawyer can make investments for clients 
without being liable, unless he does it to such 
an extent that it can be called a ‘‘business.” 

14 Loan and mortgage companies are not 
liable as brokers for loanimg money on notes 
or bonds secured by mortgage or trust deed om 
real estate. If they purchase notes, bonds, or 
other securities, they become liable as bri kers, 

15. Persons whose practice it is to buy fee 
bills of witnesses are not brokers Such paper 
is not properly described by any of the terms 
used in the law, to wit, ‘“‘stocks, bonds, ex- 
change, bullion, coined money, bank notes, 
promissory notes or other securities.” 

16. A person engaged in the business of plac- 
ing loans which are secured by notes and mort— 
gages upon real estate, acting simply as agent 
for the party furnishing the money, receiving a 
commission for his services in obtaining the 
application for the loan and attending to the 
execution of the papers, is not a broker. 

17. A person engaged in the business of selling 
real estate, acting as the agent of the owner in 
finding purchasers and receiving a commission 
for his services, is not a broker, 
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18. When persons ‘‘shave notes” or negotiate 
purchases or sales of promissory notes, if these 
are only occasional acts and do not constitute 
their regular business, they are not brokers 
within the meaning of the act. 

1g. Bucket shop proprietors giving memoran- 
‘dum of transactions are required to pay special 
\itax as brokers. 

20. If an agent transacts the general business 
of a broker for the principal, paying over mon- 
eys to the customers, etc., the special tax of $50 
must be paid for the place where this business 
is done, and the requisite stamp posted up 
therein, ‘ 

This tax may be paid by the principal him- 
self, and the stamp taken outin his name(which 
is preferable), or it may be paid by the agent 
and the stamp taken out in his name. 

The principal’s special-tax stamp for his place 
of business in another city covers the transactions 
only at that place of business, and can not cover 
the business done elsewhere at a branch office. 

2t. Broker's tax is not required to be paid at 
branch offices where a clerk is employed, whose 
sole duty is to receive orders and transmit them 
by wire to the head of the office. The mere re- 
ceipt and transmission by clerks of orders is 
mot regarded as the carrying on the business of 
a broker. 

22. COMMERCIAL BRoKERS.—Commercial bro- 
kers, within the meaning of the act, are those 
persons only who, without having in their pos-- 
sion goods, wares or merchandise, negotiate 
sales or purchases thereof on commission. 

23. Commission mérchants who receive goods 
in possession to sell for others are not commer- 
¢ial brokers within the meaning of the stacute. 

24, Cattle brokers, who receive and sell cattle 
©n commission, are not required to pay special 
@ax as commercial brokers. 

25. A person who is employed by certain firms 
tto solicit and receive orders, on commission, for 
their goods, and is bound by his agreement 
with them to give his entire services to them to 
the exclusion of other firms or persons, is not 
fegarded as a commercial broker within the 
meaning and intent of the law. 

26. Warehousemen who receive tobacco, cot- 
ton, or any other produce or goods on consign— 
ment, for sale on commission, are not liable as 
commercial brokers. 

27. Auctioneers who receive and sell goods at 
their auction rooms or on the premises of the 
owners, on commission, are not subject to 
special tax as commere'al brokers, 
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28. Drug brokers are properly included under 
the head of commercial brokers, and are subject 
to the special tax of $20. 

2g. If cotton buyers have possession of cotton 
which they sell, they are not liable as commer- 
cial brokers. If they have not, and sell on com- 
mission, they are liable. 

30. PAWNBROKER:.—A person is not required 
to pay a special tax as a pawnbroker for rare or 
occasional acts, which can not be regarded as 
his business or Occupation. 

31. CusroM-HOUSE BroKErs.—If the complete 
business of custom- house brokers is transacted 
by parties at offices at different ports of one dis- 
trict, a separate and distinct special tax must be 
paid foreach of their offices, under the pro- 
visions of section 3235, Revised Statutes, which 
apply’as well to special taxes under the war- 
revenue act as to all other special taxes. 

(The balance of this circular relating to bil- 
liards, theatres, museums and circuses omitted 
by the Editor), 

N. B. Scorr, Commissioner. 


Additional Rulings of the Act of June 13, 1898, 
Relating to Stamp Taxes under Schedule A.* 


[Supplement to Int. Rev. Circular No. 503.] 

The following additional rulings are published 
for the information of officers of Internal Rev- 
enue, and parties interested. Collectors will 
give publicity to these rulings as far as practi- 
cable. 

63. ADMINISTRATION, LETTERS OF,—Letters 
testamentary or of guardianship do not require 
stamps. Petitions for appointment of adminis-— 
trators, executors, or guardians require no 
stamp. 

64. Nostamp is required on affidavits. 

65 Bonps.—Bonds of brewers, manufactur- 
ers of oleomargarine, manufacturers of tobacco, 
manufacturers of cigars, distiller’s annual, dis- 
tiller’s warehousing, transportation and export 
bonds, are required to be stamped. Where these 
bonds are required by law or regulation to be 
made in duplicate or triplicate, each must be 
stamped. Copies of distiller’s bonds torwarded 
to this office for cffice use need not be stamped. 

66. Where a surety company is surety on 
these bonds, the tax is one-half of 1 cent 
on each dollar of premium in addition to the 50 
cent tax on the bond. The stamp representing 
this amount should be placed om the original 





*The Editor omits such of these rulings as are of no 
especial interest to bankers. 
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bond, and on the duplicates and triplicates a 
memorandum can be made stating that this tax 
has been paid by stamp attached to the original 
bond. 

67. A bond filed by order of court to obtain a 
decree or order for the sale of real estate is a 
bond given in a legal proceeding, and is exempt 
from tax. 

68. Bonds given by public officers, such as 
sheriffs, clerks, registers or recorders of deeds, 
treasurers of counties, cities or towns, or other 
public officers of Jike character, are required to 
be stamped. 

69. A bond, which is nothing more or less 
than a promise to pay so much money, should 
be treated as a promissory note. This applies 
to a bond accompanying a mortgage. 

70. Mere agreements to build houses are not 
taxable, but if bonds are included for the faith- 
ful performance of work or contracts, they are 
held to be subject to tax as bonds, 

71. Bonds issued by guaranty companies in 
Canada, guarantying the fidelity of employees, 
of individuals or corporations in the United 
States, executed and delivered in Canada, are 
not taxable, but if they are not valid until coun- 
tersigned or delivered by the agentin the United 
States, they should be stamped. 

73. Bills of lading for the export of goods, if 
made out in sets of two, each having equal value 
and each being considered an original bill, both 
should be stamped. 

74. BROKER’s NOTE, —‘‘Broker’s note, or mem- 
orandum of sale of any goods or merchandise, 
stocks, bonds, exchange, notes of hand, real 
estate or property of any kind or description 
issued by brokers or persons acting as such, for 
each note or memorandum of sale, not otherwise 
provided for in this act, ten cents.” 

75. The original note or memorandum of 
sale is alone subject to the tax of 10 cents when 
made by a broker or one acting as such, and 
the tax is payable by said broker or one 
acting as such; the duplicate or the copy of the 
original memorandum of sale is not taxed. 

76. A mere memorandum, accompanying an 
offer to purchase, is subject to the tax only pro- 
vided the offer is accepted, and should be 
stamped by the broker on the acceptance of the 
offer, 

77. Astatement of account showing the re- 
ceipts and disbursements in connection with a 
sale, and not being the contract of sale, does 
aot require a stamp. 

78. A broker’s memorandum of sale of prom- 
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issory notes (*‘notes of hand”) requires the 1o- 
cent, stamp. 

79. CERTIFICATES.—C ertificates required by 
law issued by any department or officer of the 
government at the request of private persons, 
solely for private use, should bestamped. The 
stamp should be furnished by the pe'son ap- 
plying for the instrument and for whose use 
and benefit the same is issued, and should be 
affixed before the document is delivered. 

80. Certificates of officers of the United States 
given in discharge of official functions necessary 
in carrying on the machinery of the govern- 
ment, are exempt. 

81. Certificates issued by an officer of the 
state, in the interest of the state, are not liable 
to tax. 

89. No stamp is required upon certificates of 
the sufficiency of sureties upon bonds, 

go. A stamp is required on a certificate of in- 
corporation. 

gt. The certificate of a clerk of court to the 
qualifications of a notary public, or justice of 
the peace, is held to be a certificate requiring a 
stamp. 

g2. An architect’s certificate requires no 
stamp, uniess, by an indorsement, it become 
an order for the payment of money. 

94. A certificate of acknowledgment to a 
deed where the consideration of the deed is $100 
or less,or to a mortgage where the consideration 
is $1,000 or less, does not require a stamp. 

95. Certificates issued at tax sale or certifi- 
cates of redemption from tax sale do not require 
stamps. 

97. Certificates required by law, which are 
made by court officers under the direction and 
authority of the court, and which are necessary 
to give proper effect to the court proceedings, 
are exempt. 

98. Court processes, such as summonses, 
writs of attachment, subpoenas, warrants,orders 
of court, etc., are not required to be stamped. 

99. Certificates of protest of every note, bill 
of exchange,etc., whether protested by a notary 
public or by any other officer duly authorized 
by law, must be stamped. 

100, CHECKS, DRAFTS, ORDERS FOR THE PAY- 
MENT OF MONEY, ETC,—Sight drafts drawn upon 
or issued by any bank, trust company, or any 
persun or persons, companies or corporations, 
require a stamp, and, if the acteptarice of the 
oraft is accompanied by an order to the-bank to. 
pay the same and charge to the atcount of. the! 
drawee, this accompanying order. requites, im 
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addition, a 2-cent stamp as ‘‘an order for the 
payment of money.” 

tor. Where a draft duly stamped is drawn by 
one bank on another bank, the bank receiving 
and paying it is not required to affix any stamp 
thereto. 

102. When a bank charges a customer's ac- 
count with the amount of a note,at its maturity, 
which he has given and which is made payable 
at that bank, no liability to stamp occurs there- 
by, unless some written direction is given by 
the maker of the note to the bank which is, in 
effect, an order to the bank to pay the amount 
of the note to the holder out of the funds of the 
maker of the note. Such an order would re- 
quire a 2-cent stamp. 

103. Checks drawn by the manager of the 
clearing house,to settle balances between banks, 
are subject to stamp as checks, 

to4. Orders for the payment of money on 
sight or on demand are subject to the stamp tax 
imposed on checks by the third paragraph of 
Schedule A; but, on orders for the payment of 
money “otherwise than at sight or on demand,” 
the stamp tax must be paid as on promissory 
notes. 

105. An order payable or redeemable in mer- 
chandise only (and not in money) does not re- 
quire the 2 cent stamp. 

106, Rebate checks issued by conductors of 
the value of 10 cents, being the excess on fare 
collected on trains,which are redeemable by the 
company’s agent on presentation, are subject to 
tax. 

107. Tickets received at a bank and paid the 
same as checks are regarded as in effect orders 
for the payment of money. 

108. Orders for the payment of money,drawn 
by the secretary of an order or beneficiary 
society on its treasurer,in favor of a third party, 
require a 2-cent stamp. 

tro. A check drawn by the cashier, or some 
other officer of a bank, upon the bank of which 
he is such officer, made payable to some ‘person 
not connected with the bank, requires a stamp. 

111. If a check used is simply in the nature 
of a memorandum, and not an order for the 
payment of money, but used within the bank 
exclusively,as a method of keeping the accounts, 
it is not necessary to stamp the same as a 
check. ‘ 

112, A check drawn in this country upon a 
bank is subject to the same tax, whether the 
bank upon which it is drawn isa domestic bank 
or a bank located in qa foreign country. - The 
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distinction between a check and a bill of ex- 
change, either inland or foreign, is well de- 
fined. 

113. The conveyance by express companies or 
other common carriers of bank bills, coin, cur- 
rency, or money of any kind, imposes an obli- 
gation on such common carriers to issue and 
stamp a bill of lading or receipt for the same, it 
being held that such property is included within 
the terms ‘‘any goods accepted for transporta- 
tion,” 

114. Money orders issued by express com- 
panies must be stamped at the rate of 2 cents 
for each order. 

115. Orders by telegraph or otherwise for the 
payment Or transfer of money abroad issued by 
express or other companies, or any person or 
persons, require a stamp at the rate of 4 cents 
foreach $100. Orders for the same purpose 
within the United States require a stamp of 2 
cents on each order, irrespective of the amount. 

116, DEEDS AND MORTGAGES.—Deeds and 
mortgages executed by a sheriff, in compliance 
with an order of the court, are subject to tax. 

117. If a deed does not grant, assign, trans- 
fer, or convey to the purchaser any lands, tene- 
ments, or other realty, but only the right to 
burial, to erect monuments, etc., it does not 
require a stamp, 

118, A tax is not imposed upon an instrument 
whereby the title to personal property is con- 
veyed, but a mortgage or pledge of personal 
property is taxed under Schedule A of the act, 

11g. There is no difference in the rate of taxa- 
tion between that on a chattel mortgage and on 
a mortgage of realty. , 

120, Where a railroad mortgage is issued for 
the purpose of securing bonds, which are re- 
served to be issued only on a mileage basis of 
road afterwards constructed, whenever the mort- 
gage goes into operation, it should have the 
stamp affixed. The mortgage can not go to 
registration without such stamp,and no recorder 
or register should receive it for registration 
without the stamp. 

121, The stamp tax is required to be paid on 
the assignment of a mortgage at the same rate 
as on the original instrument. Where an as- 
signment is made of a mortgage by a separate 
written instrument, and the mortgage and 
instrument are deposited with a trustee as se- 
curity for obligations, the stamp tax must be 
paid on the memorandum of the pledge of these 
instruments at the rate fixed by the paragraph 
relating to mortgage or pledge. 
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122. Where a mortgage is deposited witha 
trustee as security for obligations without any 
assignment, but accompanied by a power of at- 
torney, authorizing an assignment in the event 
of a default upon the obligations, the stamp tax 
is required to be paid on the pledge of the mort- 
gage and also on the power of attorney, but not 
on the transfer authorized until this transfer is 
completed. 

123. Mortgages received by a State from per- 
sons to whom state lands may be sold are sub- 
ject to the stamp tax. . 

124. Abstracts of title do not require to be 
stamped. 

125. Deeds of release of mortgages and trust 
deeds require to be stamped. If the releases 
are simply certificates that a lien has been re- 
moved. from the property, only a Io cent stamp 
is necessary; but if they are instruments which 
reconvey the title to the mortgagor, they must 
be stamped like other deeds, the consideration 
being the amount released. 

126. Where local laws authorize entry of sat- 
isfaction upon the record, and the mortgage is 
thus cancelled, such entry does not require a 
stamp. If the mortgagee, as he has a right to 
do in some states, makes a power of attorney to 
the register, or recorder, or other person, for 
the entry of satisfaction of the mortgage, stamp 
tax must be paid on this power of attorney. 

127. Express Receipts.—The shipment of 
bundles or packages of newspapers inclosed in 
one general bundle under a single bill of lading 
is permitted, and there will be no objection to 
the distribution of the contents of such a gen- 
¢ral bundle at the different stations along the 
line of the railroad. 

128. A shipment bears but one tax, although 
in completing it transit by rail, boat or other 
method of conveyance is required, 

129. The stamp should be affixed to the evi- 
dence of receipt and forwarding for each ship- 
ment, whether the evidence is in the form of a 
vill of lading, manifest, receipt or book, and the 
common carrier is compelled by law to issue 
this evidence of receipt and forwarding. 

136. Leases.—Where leases are executed in 
duplicate, so that both are originals, both are 
required to be stamped; but if there be but one 
original, copies thereof are not required to be 
stamped. 

137. This office holds that where a receipt is 
given for money received as rent for certain 
premises and for a certain term, and there are 
mo other recitals in the receipt, it does not re- 
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quire a stamp. If the receipt contains any 
phrase or clause that can be construed as a con- 
tract for the hire, use, or rent as aforesaid, in 
such cases the receipt becomes something more 
than a bare receipt, and should be stamped ac- 
cording to its tenor and effect. A mere reference 
in arent receipt to an existing lease, duly exe- 
cuted, will not be construed as a new lease, 

138. Nores.—Where a note or notes with de- 
tached interest coupon notes are given, each 
coupon note requires a stamp in addition to the 
stamp placed on the principal note. 

139. Interest conpons attached to bonds and 
surrendered as receipts for interest paid do not 
require a stamp. 

140. No stamp is required upon the transfer 
by indorsement of promissory notes. 

141. Where notes secured by a deed of trust 
are used as collatera!, the deed of trust and the 
notes are required to be stamped, not on the 
basis of their face value, but on the amount for 
which they are pledged (that is tosay, the mem- 
Orandum of their pledge must be stamped.) 
This pledge of notes and deed of trust does not 
require to be stamped again because of renew- 
als of the notes held as collateral if the pledge 
itself is not renewed, 

142. Promissory notes which have matured 
and have been allowed to run without suit are 
held not to be renewed by the payment of in- 
terest. This is looked upon as a ‘‘forbearance” 
and not a renewal, the holder not relinquishing 
his right of action for any stated period. 

143. Where judgment notes so called, contain 
a clause authorizing any attorney at law to con— 
fess judgment in favor of the holder of the note, 
such authorization is held to be a power of at- 
torney, and taxable as such in addition to the 
tax required on the judgment note as a promis- 
sory note. 

144. Powers OF ATTORNEY executed abroad 
and used in this country require a stamp. 

145, Powers of attorney and proxies for the 
purpose of voting the stock of building and loan 
associations, which make loans only to their 
shareholders, are required to be stamped. Where 
upon one power of attorney or proxy, a number 
of shareholders join in appointing a certain 
person to vote their stock, one stamp is suffi- 
cient. 

146. Receipts.—Receipts given by a safe de- 
posit company in renting boxesin the company’s 
vault, are not subject to tax, nor are receipts 
given by such companies merely for the safe- 
keeping of money and valuables. 





147. Receipts given by the patrons of post- 
Office for box rent are not taxable. 

148. SALES OR TRANSFERS OF StocK.—In rec- 
koning the stamp tax on transfer of certificates 
of stock, the tax is reckoned on the face value. 
In reckoning this tax, the fact that only part of 
the face value of shares subscribed for and is- 
sued has been paid by the shareholders is not to 
be taken into consideration. 

149. Where stock is sold at the par value of 
$100 and upon which it appears that only $25 
have been paid, the tax is to be reckoned upon 
the face value of $100, and not upon the $25. 

150. Where one certificate represents several 
shares, the tax of 2 cents on each $100 or frac- 
tion thereof is to be reckoned on the face value of 
the certificate, and not on the face value of each 
separate share. 

15t. On transfer of one certificate represent- 
ing 500 shares, $5 par value, the stamp tax re- 
quired is 50 cents. 

152, When certificates of stock or other secur- 
ities are pledged for a loan, the stamp tax is to 

be reckoned not on the face value of the certifi- 
cates or securities, but on the amount of money 
oaned above $1,000. 

153. When stock is transferred, for which no 
certificate has been issued, and the evidence of 
transfer is shown only by books of the company, 
the stamp should be placed upon such books, 
Where the change of ownership is by the trans- 
fer of a certificate, and the certificate contains a 
blank form of assignment on the back which is 
filled in by the insertion of the name of the per- 

~-son to whom the stock is transferred, the stamp 
should be placed upon the certificate. 

154. In case of an agreement to sell, or where 
the transfer is by the delivery of the certificate, 
signed in blank, the name of the transferee or 
vendee to be filled in afterwards, there should 
be made and delivered by the seller to the buyer 
a bill or memorandum of sale, to which the 
stamp should be affixed. 

155. SALE: OF Live St-cK.—When a sale is 
made of live stock at a live-stock exchange or 
any similar place, or an agreementof sale, or an 
agreement to sell entered into, the seller must 
give to the buyer a bill or memorandum, or 
Other evidence of such sale, agreement of sale, 
or agreement to sell, to which must be affixed 
the stamp required, viz., 1 cent foreach $100 in 
value of such sale, agreement of sale or agree- 
ment to sell, and 1 cent for each additional $100 
or fractional part thereof, 
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1:9. WAREHOUSE ReceipTs,—Stamps should 
be affixed to warehouse ~eceipts for goods, mer- 
chandise, or property held on storage in public 
Or private warehouses, by the warehouseman. 

160. If the actual grower of tobacco, which is 
an agricultural product, deposits the same in a 
warehouse in the regular course of trade for sale 
and takes a warehouse receipt, this receipt is 
exempt from the stamp tax when it is issued, 
and it is not required to be stamped at any time 
after its issuance (if the tobacco which it repre- 
sents remains in warehouse as it was originally 
deposited by the grower), although the same 
may be transferred as a negotiable instrument 
and presented to the warehouseman by other 
than the original holder. 

161. Where tobacco, or the warehouse receipt 
therefor, is sold ‘‘at any exchange or board of 
trade, or other similar place,” a memorandum 
of such sale must be made by the seller, andthe 
stamp affixed thereto and canceled. 

162. Where a warehouse receipt is sold by a 
broker at his own office or elsewhere than at a 
place of exchange, or other place of public sale, 
the 10-cent stamp must be affixed to the mem- 
orandum of this transaction under the paragraph 
relating to broker’s contract. - 

163. Any receipt or memorandum given by a 
warehouseman or any signing by a warehouse- 
man of any express company’s book or other 
receipt evidencing the fact that goods have 
been placed on storage is such a receipt requir- 
ing a stamp tax of 25 cents, whether the same is 
negotiable or non-negotiable. 

164. A warehouse receipt which includes also 
an insurance against fire should be stamped also 
as an insurance policy according tothe premium 
charged. 

165. Compress receipts for cotton are not tax- 
able as warehouse receipts if they do not 
embrace any contract, express or implied, for 
storage, and if the cotton is shipped away as 
soon as the compress is made. 

166. In regard to who shall pay for stamps 
required on documents, this oftice can not dic- 
tate. It is the duty of the person, firm or cor- 
poration issuing the instrument to see that it is 
duly stamped, and a penalty is provided for 
neglect in so doing, and the inference is drawn 
that the person, firm or corporation issuing the 
instrument shall pay for the stamp required. 

167. Proprietary stamps can not be used on 
documents. 

N. B, Scott, Commissioner; 
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T AIS department embraces all the newly decided cases ot importance to bankers, bank counsel and bank di- 
rectors, The experiences they discloseare likewise worthy the careful attention and study of the merchaut» 


the depositor, and the bank student seeking advancement. 


herein, will be furnished on application. 


Further information regarding any case published 


NOTARY'S CERTIFICATE OF PROTEST. 


DEFECTIVE CERTIFICATE-—THE ESSENTIALS OF A CERTIFICATE STATED—CERTIFICATE 
DATED SIX MONTHS AFTER PROTEST, SUFFICIENT. 


Union National Bank of Troy v. Williams Milling Co. et. al., Supreme Court of Michigan, July 12, 1898. 


1. A certificate of protest merely stating that the notary his ‘‘this day duly protested for nonpay- 
ment the annexed bill,” is insufficient to hold an indorser, as it does not show the place and man- 
ner of presentment, demand and dishonor, nor the person to whom presentment was made, which 


are essentials of a protest. 


2. But a certificate otherwise legally sufficient, is not invalidated because it bears date six 


months after the date of presentment. 


Assumpsit by the Union National 
Bank of Troy against the Williams Mil- 
ling Co. and others. Judgment for de- 
fendants other than the company. Plain- 
tiff brings error. Reversed, 

Lonc, J. This action was brought in 


assumpsit against the defendant, Wil- 
liams Milling Company (a corporation) 


as maker, and defendants Frank D. 
Pierson and George L. Mosher, as in- 
dorsers, of a promissory note, The 
declaration is upon the common counts 
to which is added a copy of the note 
sued upon, and a notice that the note 
constituted the plaintiff's sole cause of 
action, Defendants pleaded the general 
issue. 

Upon the trial the defendants claimed 
that the notice of protest attached to 
the note was insufficient to bind defend- 
ants Pierson and Mosher as indorsers. 
It appears that there was attached to the 
note the following certificate: 


**United States of America, State 
of New York—ss.: I, Henry Wheel- 
er, notary public, do hereby certify 
that I have this day duly protested 
for non payment the annexed bill. 

H. Wheeler, Notary Public (seal) 
Troy, Dec, 14, 1896.” 

When th's note and certificate of pro- 
test were offered in evidence, the court 


below held the certificate insufficient, in 
that it did not show that payment of the 
note was demanded at the place of pay- 
ment, or what the notary did, if any- 
thing, to notify the indorsers, and that 
plaintiff could not recover against the 
indorsers. 

The case being on trial before the 
court, an adjournment was given from 
May 13th to June 8th following, when 
the plaintiff again produced the note 
and a certificate of protest, purporting 
to be made by the same notary in due 
and legal form, which would have enti- 
tled the plaintiff, if attached to the note 
in the first instance, to hold the indor- 
sers. It was conceded that this certi- 
ficate was made out after the former 
partial hearing on the 13th of May by 
the attorney for the plaintiff, drawn upon 
his typewriter at Bay City, Mich., and 
sent to the plaintiff bank at Troy, N. Y. 
and there signed by the notary, and 
returned, without any change or altera- 
ation whatever being made in it as 
drawn at Bay City. The plaintiff then 
rested its case and no other testimony 
was given upon the trial by either party. 

The court found that neither certifi- 
cate was sufficient evidence of the pro= 
test of the note, and was not proof of the 
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facts therein stated. Judgment was 
given for the plaintiff against the Wil- 
liams Milling Co. as maker of the note, 
and in favor of defendants Pierson & 
Mosher. 

Section 632, How. Ann. St. makes 
such certificates presumptive evidence 
of the facts contained therein in all 
courts of this state. 

Counsel for plaintiff contends that the 
first certificate was sufficient evidence of 
the due presentment and protest of the 
note. We cannot agree with this view. 
The essentials of the protest are the 
time, place and manrer of presentment, 
demand and dishonor; the person by 
whom and to whom presentment was 
made. 2 Dan. Neg. Inst. 16. Wherea 
bill is payable at a bank, the protest 
must state a demand made there, Bank 
v. Brooke, 31 Md. 7; Nave v. Richard- 
son, 36 Mo. 130. None of these requis— 
ites is shown in the first protest. The 
place and manner of presentment are 
wholly lacking, and the person to whom 
the presentment was made is not stated. 
The purpose of the statute is to avoid 
the necessity of calling the notary, and 
to make his certificate prima facie evi- 
dence, The evidence contained in the 
first certificate was not sufficient to 
warrant a judgment against the indor- 
sers. 

But counsel further contends that at 
feast the court was in error in refusing 
to enter judgment after the second cer- 
tificate was received in evidence, In 
this contention we think counsel is cor- 
rect, In Burkam v. Trowbridge, 9 
Mich. 209, it was said: 
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‘*The object of this notice has always 
been heid to be merely to bring home to 
the party sought to be charged, inform- 
ation that the paper has been presented 
at maturity and dishonored, and that he 
is looked to for the payment * * The 
protest of a note includes, by natural in- 
ference, the timely demand and refusal 
which alone could justify it; and notice 
of protest, therefore, is an inferential 
statement of these.” 


Our statute makes such certificate of 
protest prima facie evidence. A proper 
certificate is annexed to the noteand the 
only objection made is that it does not 
bear date as of the day the presentment 
was made. If a note or memorandum 
had been made by the notary at 
the time he made the presentment, show- 
ing what was done,and time when, 
a certificate made up from that memor- 
andum would have been sufficient. 
Bailey v. Dozier, 6 How. 23. In New 
York even this memorandum would not 
have been necessary, but the certifi- 
cate of the notary is held to be prima 
facie evidence of the facts recited in it, 
though the certificate be mad : and dated 
two years after the date of presentment. 
Bank v. Hunt, 2 Hill, 635. We cannot 
presume that the notary did not do all 
that is stated in his certificate, though 
the certificate is dated six months after 
the date of presentment. The presump- 
tion, under this statute, which makes 
the certificate evidence, is that the 
certificate correctly sets out the facts. 

The judgment below must be reversed 
and judgment entered in favor of the 
plaintiff against all the defendants, 

The other justices concurred. 


POWER OF BANK PRESIDENT. 


Pacific Bank v. Stone, Supreme Court of California, June 14, 1898. 


The president of a Bank has no ex- 
officio power to bind it for the services 
of an attorney, and unless he has been 
empowered to hire an attorney under 
its by-laws, as authorized by Civ. Code 


sec. 303, or his contract for an attorney’s 
services was authorized by resolution of 
the directors, or ratified or sanctioned 
by their words or conduct, the bank is 
not liable therefor. 
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COMPETENCY OF NOTARY PUBLIC. 


ACKNOWLEDGMENT OF MORTGAGE TO CORPORATION BEFORE NOTARY WHO IS 
SECRETARY AND STOCKHOLDER-——-ACKNOWLEDGMENT VOID AND 
MORTGAGE NOT ENTITLED TO BE RECORDED, 


Kothe v. Krag-Reynolds Co. Appellate Court of Indiana, May as, 1898. 


The statute of Indiana provides: ‘‘No person being an officer in any corporation, or in any 
association, or in any bank possessed of any banking powers, sball act as notary public in the 


business of such bank, corporation or association. 


No person holding any lucrative office shall be 


a notary public; and his acceptance of any such office shall vacate his appointment as notary.” 
An officer of a corporation who is materially, directly and beneficially interested in the execu- 
tion of a mortgage or other instrument, which inures to the benefit of such corporation, and hence 
to his benefit (he being secretary of, and a stockholder in, such corporation) is incompetent to take 
and certify the acknowledgment thereof, as notary, and the record of it is not constructive notice to 


subsequent innocent lienholders. 


Action of. replevin by Krag Reynolds 
Co. against Walter Clayton, to recover 
the possession of certain personal prop 
erty, under a chattel mortgage executed 
by Clayton to the plaintiff corporation, 
and recorded. 

Kothe, Wells & Bauer petitioned and 
were made parties defendant, claiming 
the property by virtue of a subsequent 
mortgage by Clayton to them; contend- 
ing that the acknowledgment of the 
mortgage to the Krag-Reynolds Co. 
was invalid because taken before W. W, 
' Krag, a notary who was secretary of, 
and a stockholder in,the mortgagee cor- 
poration. 

The Circuit Court of Hancock County 
upheld the validity of the mortgage to 
Krag-Reynolds Co. and Kothe, Wells & 
Bauer appealed. 

M. W. Hopkins, for appellant. 

Hord & Perkins, for appellee. 

Judgment reversed. 


Witey, J. It appears from the special 
finding that when appellee’s mortgage 
was executed, and the acknowledgment 
thereof taken by W. W. Krag, appellee 
was a corporation; that said Krag was 
a stockholder therein, and secretary 
thereof, and it is upon these facts that 
the appellants, Kothe, Wells & Bauer, 
base and rest their only contention. It 


is very earnestly insisted that because 
W. W. Krag was a stockholder and the 
secretary of appellee corporation, he 
was inhibited from acting as notary 
public in taking the acknowledgment of 
the mortgage under which appellee 
claims; that such acknowledgment was a 
nullity, and did not entitle the mort- 
gage to record. 

As to the appointment and general 
powers and authority of notaries public 
we need not advert, further than to say 
that in this State they are regulated by 
statute, 

In 1852 the legislature passed an act 
entitled, ‘An act providing for the ap- 
pointment of notaries public and defin- 
ing their powers and duties.” 

Section 7 of that act was as follows: 


**No person holding a lucrative office 
or being an officer of any bank or cor- 
poration or association possessed of any 
banking powers shall bea notary public 
and his acceptance of any such office 
shall vacate his appointment as notary.” 


In 1891 the above section was amend- 
ed, and as amended is as follows: 


“No person being an officer in any 
corporation, or in any association, or in 
any bank possessed of any banking 
powers, shall act as notary public in the 
business of such bank, corporation or 
association. No person holding any 
lucrative office shall be a notary public; 
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and his acceptance of any such office 
shall vacate his appointment as notary.” 
Acts 1891, p. 335. Section 8041 Burns’ 
R. S. 1894 (Sec. 5966 Horner's Statutes 
1897.) 


In the enactment of this statute the 
legislature evidently intended to remedy 
an existing, or provide against, a pos- 
sible evil. Without entering into any 
detailed or lengthy discussion of evils 
that might arise by officers of corpora— 
tions acting as notaries public in the 
business thereof, it is sufficient to sug- 
gest that there is good reason and wise 
policy in the statute quoted, The rela- 
tions that an owner of stock and an 
officer of a corporation bear toward such 
corporation are such as ordinarily pre- 
clude him from acting as a notary pub- 
licin taking an acknowledgment of a 
mortgage or other instrument which in- 
ures to the benefit of the corporation, 
and in our judgment-this is just what 
the legislature intended to prevent by 
the passage of the statute quoted. 

Section 2108, Burns’ R. S. 1894, pro- 
vides a penalty for an officer or an em- 
ploye in any bank, corporation or asso- 
ciation possessing banking powers, act- 
ing as a notary public in the business 
of such bank, etc. 

It is certainly the spirit of the statute 
and the policy of the law that notaries 
public should not act as such in their 
official capacity where they have a per- 
sonal interest that may be affected 
thereby. 

In the case before us W. W. Krag 
was not only an officer of appellee cor- 
poration, but he was a stockholder and 
director, owning one hundred shares of 
its capital stock. There is no denying 
the fact, it seems to us, that Krag was 
an interested party, because the mort- 
gage inured to the corporation and con- 
- sequently to him as a stockholder, ete, 
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(The court enters into an exhaustive 
citation of the authorities and continues) 

A review of the authorities we have 
cited, and many others we have exam- 
ined, must logically and clearly lead to 
the conclusion that an officer of a cor- 
poration who is materially directly and 
beneficially interested in the execution 
of a mortgage or other instrument, which 
inures to the benefit of such corpora- 
tion, and hence to his benefit, as in this 
instance, is incompetent to take and 
certify the acknowledgment thereof,and 
the recordation of it is not constructive 
notice to subsequent innocent lien hold- 
ers, 

The authorities so hold’ Itis in the 
interest of public policy and fair dealing 
and such acts are prohibited by the ex- 
press language of the statute, 

That W. W. Krag, who tock the ac- 
knowledgment of the mortgage to ap- 
pellee, was an interested party, and that 
in taking such acknowledgment he was 
acting in the business of such corpora- 
tion, seems to us not to be the subject of 
legitimate debate. He was secretary 
and director of appellee corporation, 
and was the owner and holder of one 
hundred shares of its capital stock. 
Whatever inured to the interest of the 
corporation inured also to his interest 
for he was part of it. He had to bear 
his portion of the losses, ifany, and was 
entitled to share in its profits. 

In the case of Winstead Savings 
Bank etc. v. Spencer, 26 Conn. 195, the 
court said: 

‘*A stockholder in a private corpora- 
tion is interested in all its transactions, 
and, of course, in every conveyance to 
and from it, As the assets of the cor- 
poration are increased or diminished, 
his stock, which is representative of a 


portion of the assets, is of more or less 
value,” 


See also, Farmers’ Union Elevator Co 
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v. Syndicate Insurance Co. , 40 Ia. 152; 
1 Morawitz on Private Corp., sec. 237. 

At Sec, 231 the last named author 
says: That in incorporated companies 
the real parties in interest are the indi- 
vidual stockholders. 

In Seaman v. Enterprise Fire Ins. Co. 
118 Fed. Rep. 250, it was said: 

“It only remains, then, to determine 
whether a stockholder of a corporation 
may have such an interest as I have in- 
dicated, (An insurable interest.) We 
are very clearly of the opinion that he 
may. It is true that thetitle tothe pro- 
perty is in the corporation; that the 
beneficial interest is in the stockholder 
of the corporation, The stock of a 
corporation represents its property, and 
is evidence of the right of the stock- 
holder to receive the profits and increase 
of the corporate property.” 

Horback v. Tyrrell, 67 N. W. 485; is 
strongly in point here. In that case the 
secretary and treasurer of a corporation 
took the acknowledgment of a mortgage 


in favor of the corporation. It did notap- 
pear that he was a stockholder or inter- 


ested in the corporation. There was no 
Statute prohibiting him from acting, 
and, after a full discussion of the ques- 
tion, showing that if he had been a 
stockholder, he would have been incom- 
petent to act, the court concluded as 
follows: 


‘*We reach the conclusion that a no- 
tary public is not disqualified from 
taking an acknowledgment of a mort- 
gage made to a corporation of which he 
is secretary and treasurer, it not ap- 
pearing that he was a stockholder in 
such corporation or otherwise benefici- 
ally interested in having the conveyance 
made.”’ 
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That a stockholder in a corporation is 
so interested as to render him incompe- 
tent to take an acknowledgment of a 
mortgage, etc. in favor of the corpora— 
tion, we cite some recent additional 
cases. 

Smith v. Clark, 69 N. Y. Rep. 1orr. 

Miles v. Keller, 40 S. W, Rep. 599. 

Florida Savings Bank v. Rivers, 36 
Fla. 538. 

The acknowledgment of the mortgage 
of the appellee was not, under the stat- 
ute and the authorities, entitled to be 
recorded, and hence its recordation was 
not notice to subsequent lien holders 
without actual knowledge. 


Sec. 3352 Burns’ R. S. 1894. 

Allen et al. v. City of Vincennes, 25 
Ind. 531. 

State v. Dufour, 63 Ind. 578. 

Dae v. Naylor, 2 Blackf. 32. 

Bever v. North, 107 Ind. 544. 

Hughs v. Norris, 110 Mo, 306. 

Brinton v, Seevers, 12 Ia. 389. 

Meshimen v. Day, 35 Kas. 46. 

City Bank of Boone v, Radke, 87 Ia. 
363. 

Willard v. Cramer, 36 Ia, 22. 

It is unnecessary to cite additional 
authorities or indulge in further discus- 
sion. From what we have said and the 
great weight of authorities, it necessar- 
ily follows that the court below erred in 
its conclusions of law. From the facts 
found the appellee was not entitled to 
recover. 

The judgment is therefore reversed, 
with instructions to the trial court to 
restate its conclusions of law, and ren- 
der judgment for the appellants, Kothe 
Wells & Bauer, on their cross complaint, 


NICKELS AND DIMES NOT A TRUST FUND. 
Farmers & Merchants’ Bank v. First Nat. Bank of Tyler, Ct. Civ. App., Texas, May 25, 1898. 


Action by the Farmers & Merchants’ 
Bank against the First National Bank of 


Tyler, to establish a preference in pay 
ment by defendant’s receiver. Judgment 
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for defendant. 
firmed. 

James, C. J. Appellant ( plaintiff) sent 
a draft to the First National Bank of 
Tyler with instructions to collect and re- 
turn proceeds. The draft was collected 
about November Iz, 1896, but the pro- 
ceeds were not remitted. The bank, 
being insolvent, suspended business on 
November 30, 1896, a bank examiner 
took charge of its affairs on December 
1, 1896, and soon afterwards a receiver 
was appointed for it by the comptroller 
of the currency. It had $1,000 on hand 


Plaintiff appeals, Af- 


when it passed into the receiver's hands 
and presumably so when the examiner 
took charge, Had the testimony stopped 
here, it would be presumed that the 
bank had kept plaintiff's money, or its 
representative in cash, and the case of 
Bank v. Weems, 69 Tex. 489, would 
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have controlled. But it was shown 
what constituted this fund of $1,000, 
negativing the idea that it consisted in 
part of the collection made for plaintiff. 
It appeared that it was mostly in nickels 
and dimes, collected several months pre- 
vious to thecollection of plaintiff's draft. 
Besides, the bank was shown to have 
had other debts in the same condition, 
aggregating a large sum, arising in the 
same may, from collections made before 
and after this collection was made. it 
is not probable that, under these cir- 
cumstances, the bank kept plaintiff's 
money intact, or was so scrupulous as to 
have kept its representative in cash in 
its vaults, and the presumption to this 
effect is fairly rebutted. The judgment 
refusing plaintiff's preference in pay- 
ment by the receiver was correct, and 
will be affirmed. 


DELIVERY OF UNINDORSED BANK DRAFTS PAYABLE TO ORDER. 


Edwards v. Wagner, Supreme Court of California, July 1, 1898. 


Joseph H. Boody in his lifetime held 
two bills of exchange that had been 
drawn in his favor-— 

One by the York National of Maine 
upon Chemical National, New York, for 
$500; and 

One by Farmers & Merchants’ Bank 
of Stockton upon National Bank of Re- 
public in New York, for $300. 


He died intestate, November 6, 1893, 
and plaintiff, R. L. Edwards, his admin- 
istrator, brought this action against de- 
fendant, Kate Wagner, who had posses- 
sion of the drafts, to recover possession 
of same as the property of the estate. 

According to the evidence, on the day 
of Boody’s death, and in evident con- 
templation thereof, he transferred and 
delivered the bills of exchange to de- 
fendant, with the intention that they 
should be her property, and as a gift, 
and she so accepted them. 

But plaintiff contended that as the 


bills of exchange were made payable to 
the order of Boody, and were not in- 
dorsed by him, the title to them did not 
vest in the defendant, but remained in 
him at the time of his death, and to this 
effect the court below instructed the 
jury. 

Held: The rule is well settled that the 
holder of negotiable paper, payable to 
his order, may negotiate the same by a 
mere delivery, and the person to whom 
it is so negotiated acquires all the title 
thereto that his transferor had. It was 
always held that by such delivery the 
equitable title to the bill, and the right 
to recover its amount, would pass, al- 
though the legal title might remain in 
the payee. 

It is also well settled that negotiable 
paper payable to order is the subject of 
a donatio causa mortis, even though it is 
not indorsed by the payee. 
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Civil Code Cal. § 1052 provides that a 
transfer may be made without writing 
in every case in which a writing is not 
expressly required by statute; and as 
there is no requirement by statute that 
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a negotiable promissory note can be 
transferred only by writing, its title can 
be passed by a delivery. The instruc- 
tion to the contrary by the court was 
erroneous. 


NOTE FOR STOCK MARGINS. 
Northern Nat. Bank of Lancaster v. Arnold, Supreme Court of Pennsylvania, July a1, 18y8. 


1. A note given to cover margins in stock transactions, where no stock was paid for or deliv- 
ered, nor intended to be, is not within the Act of April 22, 1794, § 8, making utterly void any note, 
in consideration of losses sustained at any ‘‘match of cock-fighting, bullet-playing, horse-racing, 
or at or upon any game of address, game of hazard, play or game whatsoever.” 

2. A bona fide holder for value, without notice, and before maturity of a promissory note given 
in a stock gambling transaction, can recover against the maker, there being no statute in Pennsyl- 


vania making such a note void, 


Action by Northern National Bank of 
Lancaster against John L. Arnold, ma- 
ker of a promissory note which the bank 
had discounted for the payee, before 
maturity, without notice of its consider- 
ation. Defendant contended that asthe 
note was given for stock transactions on 
margin, no stocks being delivered from 
payee to maker, or paid for by him, it 
was given in a stock- gambling opera- 
tion, and there could be no recovery. 
The trial judge ruled this defense would 
be good as between maker and payeey 
but was not good against an innocent 
holder. 

Verdict for plaintiff, 

Per Curiam. This appeal presents 
the single question whether a bona fide 
indorsee and holder, for value, without 
notice, and before maturity, of a prom- 
issory note given in a stock gambling 
transaction, can recover against the 
maker. 

This is not the case of a note made 
void under the act of April 22, 1794, 
sec. 8. While the law of this state is 
exceptional in dealing with certaia stock 


transactions known as ‘‘wagering con— 
tracts,” none of our cases have gone the 
length that is here contended for by the 
defendant. Our decisions under the act 
of 1794, supra, are expressly grounded 
on the fact that the notes in question 
therein were declared void by the stat— 
ute. Unger v. Boas, 13 Pa. St. 601; 
Harper v. Young, 112 Pa. St. 419. In 
the former case, Mr. Justice Burnside 
said: 

‘‘Lord Mansfield declared the law to 
be settled that a holder coming fairly by 
the note or bill has nothing to do with 
the transaction between the original 
parties, except perhaps in the single case 


(which he calls a hard one) of a note for 
money won at play.” 


The exceptional case thus noted by 
Lord Mansfield was so decided because 
the English statute made the note abso- 
lutely void. In the case at bar, no such 
statute exists, and in the absence there- 
of we are quite unwilling to burden 
commercial paper with any such imped- 
iments as that claimed by the defend- 
ant. 

Judgment affirmed. 


INTEREST “PER ANNUM,” 
Motsinger v. Miller, Supreme Court of Kansas, July 8, 1898, 


Action by Miller against Motsinger to 
recover on certain promissory notes and 
to foreclose a mortgage. Plaintiff had 


judgment, which is reversed, in view of 


the following rulings made by the su- 
preme court: 

1. Where a contract for the payment 
of money contains no specific promise 
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for the payment of interest at atime 
different from that fixed for the payment 


THE BANKING LAW JOURNAL. 


in fixing the rate of interest ina promis- 
sory note, and the provision therein that 


of principal, the principal and interest 
both become due and payable at the 
same time. 

2. The use of the words “‘per annum” 


“if interest be not paid annually, to be— 
come as principal, and bear the same 
rate of interest” cannot be regarded as 
a promise to pay interest annually. 


FORGED CHECK. 


FORGERY OF PAYEE’S NAME—PAYMENT BY DRAWEE AND RETURN TO DRAWER—SUB- 
SEQUENT LIABILITY OF DRAWER TO REAL PAYEE. 


Shepard & Morse Lumber Co, v. Eldridge, Supreme Judicial Court of Massachusetts, Suffulk, June 29, 1898. 


Where checks, mailed the payee in payment of goods, are taken by the payee’s clerk, who 
forges the payee’s indorsement and collects through a banker, and the payee subsequently obtains 
the checks from the drawer for the declared sole purpose of using them as evidence in prosecuting 
the forger, and then brings an action against the drawer thereon, it is held: 

1. The holder of an unindorsed check, payable to his own order, is under no legal obligation 
to the drawer to exercise care as to how the check shall be kept, or to whom he shall commit its 
custody, or to see to it that the check shall not be put in circulation by the forgery of his indorse- 
ment, so long as he acts honestly, without collusion. And the fact that the check is negligently 
entrusted to a dishonest clerk and is collected on a forged indorsement, does not furnish a sufficient 
reason why the loss should remain upon the payee rather than the drawer. 

2. But where a payee under such circumstances, misleads the drawer to his prejudice and 
thereby places him in a worse position than he would otherwise be in with reference to the asser- 
tion or protection of his rights resulting from what has been done with the checks (i.e. the payee’s 
act in getting possession of the checks, thereby changing the drawer’s position by depriving him 


of their possession), he is estopped from maintaining an action against the drawer thereupon. 


Action by Shepard & Morse Lumber 
Co., payee, against Albert R. Eldridge, 
drawer, of two checks. Judgment for 
plaintiff. Defendant excepts. Excep- 
tions sustained. 

The facts, in brief, were these: De- 
fendant, Eldridge, of Wareham, in pay 
ment of two bills for goods bought of 
the plaintiff, in Boston, mailed his two 
checks to plaintiff's order, drawn on the 
National Bank of Wareham, as follows: 

One for $446.24 dated January 25, 
1895; 

One for $561.97, dated July 20, 1895. 

These checks were received by plain- 
tiff, and the bills receipted and returned 
to defendant. 

Plaintiff, however, did not collect these 
checks, They were embezzled by one 
of plaintiff's clerks, Harry M. Fowle, 
who forged plaintiff's indorsement, and 
deposited them to his personal credit in 
the Old Colony Trust Company of Bos- 
ton, which collected them from the 
drawee through the Merchants’ National 


Bank of New Bedford; they being re 
turned as paid checks to the defendant, 
drawer, Fowle concealed these frauds 
by crediting the checks on the ledger to 
the persons who sent them in payment, 
deducting the amounts from the month- 
ly credits to merchandise and forcing 
the trial balances. 

The forgeries were discovered in Jan- 
uary 1896. Plaintiff obtained the checks 
from defendant for the purpose of pros- 
ecuting Fowle for forgery, asserting 
that, ‘‘if they turned out to be forged, 
no harm should come to defendant in 
letting them go out of his possession,” 
Cn the faith of these assurances, and on 
the further statement that the checks 
should be returned to defendant when 
the prosecution fur forgery should be 
finished, defendant allowed plaintiff to 
take the checks. 

Thereafter plaintiff brought this ac- 
tion upon the checks against defendant. 

Held: One question for decision is 
whether the plaintiff can recover if, by 
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its own negligence in the conduct of its 
business, Fowle was in its employ, and 
intrusted with the possession of the 
checks, when ordinary care would have 
shown the plaintiff that Fowle was dis- 
honest, and had already stolen from it, 
and collected, by forging the plaintiff's 
indorsement, many checks previously 
sent to it by its customers. The finding 
of fact that Fowle was not permitted by 
the negligence of the plaintiff to obtain 
payment of either check does not render 
this question immaterial, because, if the 
plaintiff’s negligence in this regard was 
a material consideration , much evidence 
relevant to it was stricken out or ex- 
cluded, and the finding made without 
considering that evidence has no weight. 

It is apparent that the judge below 
considered such negligence on the part 
of the plaintiff wholly immaterial. If it 
was so, the exclusion of evidence tend. 
ing .o establish it did the defendant no 
harm; but the finding of fact must be laid 


one side and, notwithstanding that find- 
ing, we must inquire whether the plain- 
tiff’s negligence, if it could be fuund 
from the evidence offered, was a de- 
fense. 


The doctrine of contributory negli- 
gence as a defense to actions of tort is 
now of most frequent application; but 
we have been referred to no instance in 
which it has been held applicable to ac- 
tions upon commercial paper, or even 
when the holder of such paper sues in 
tort for its conversion one who has in- 
nocently taken it upon a forged indorse- 
ment, Nothing could more completely 
unsettle commercial dealings than to 
extend that doctrine to suits brought by 
holders of negotiable paper against 
other parties thereto. If any change is 
to be made in the law, looking to the 
discouragement of negligence on the 
part of holders of such paper, and to 
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the protection of parties who may be 
defrauded by the forgery of indorse- 
ments, it should be made by the legis- 
lature, as in the case of the English 
statutes as to indorsements of checks 
and bills upon bankers. See St. 16 and 
17 Vict. c. 59, $19: 45 and 46 Vict. c. 61, 
§ 60. We are of opinion that the hold- 
er of an unindorsed check, payable to 
his own order, is under no legal obliga- 
tion to the drawer to exercise care as to 
how the check shall be kept, orto whom 
he shall commit its custody, or to see 
to it that the check shall not be put in 
circulation by the forgery of his indorse- 
ment, so long as he acts honestly with- 
out collusion, Such a holder is not de- 
prived of his remedy against the drawer 
by merely negligently intrusting such a 
check to aclerk who, due care would 
have told him, was dishonest, and thus 
giving the clerk an opportunity to com- 
mit crime. He has the right to assume 
that his clerk will not commit a crime, 
and to rest upon the presumption that 
he has not stolen or forged, and will not 
do so; and he is under no legal obliga— 
gation either to the drawer of the check 
or to the public to see to it that the 
check is not put in circulation with a 
forged indorsement. Combs v. Scott, 
12 Allen, 493, 497; Belknap v. Bank, 
100 Mass. 376; Bank v. Stowell, 123 
Mass 196; McIntosh v, Bank, Id. 393, 
395, Bank v, Gorham, 169 Mass. 519, 
521; Cotton Co. v.Wilson, 49 Law J. 713; 
Societe Generale v. Metropolitan Bank, 
27 Law T. (N. S.) 849, 858; Scholfield 
v. Londesborough (1896) App. Cas. 514; 
Bank of Ireland v. Trustees of Evans’ 
Charities, 5 H. L Cas. 389; Ogden v. 
Benas, L R 9g, C. P.513; Fime Art So- 
ciety v. Union Bank of London, 17 Q. 
B. Div. 705; Swan v. Australasian Co., 
2 Hurl & C. 175, 189; Arnold v. Bank, 
2 C. P, Div. 578, .986, 588. 
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Such a holder of a negotiable check is 
under no other legal obligation with ref- 
erence to it than those which rest upon 
any holder of commercial paper com- 
pleted and put in circulation by the 
maker, If the check is stolen from him 
and put in circulation, by means of the 
forgery of his indorsement, heis not an- 
swerable, as is one who intrusts to an- 
other his signature or indorsement in 
blank with authority to use it in making 
or giving currency to negotiable paper. 
The doctrine of Putnam v. Sullivan, 4 
Mass. 45, and of Young v. Grote, 4 
Bing. 253, does not apply, and it cannot 


properly be extended to the case of a- 


completed check already in circulation 
and intrusted by the holder to a clerk 
for purposes which neither give nor im- 
ply any authority to pass it on to another 
holder, nor give the clerk any power to 
do so without the commission of a 
crime, 

It is not necessary now to determine 
whether the debts for which the checks 
were given were extinguished. If the 
checks were taken by the plaintiff in 
absolute extinguishment of the debts, 
that circumstance could not relieve the 
drawer from his legal obligations as 
drawer, While the drawer has done his 
duty, and it is through no fault of his 
that the payee does not get his money 
if the check is stolen from him and col- 
lected upon the forged indorsement, 
that does not furnish a sufficient reason 
why the loss should remain upon the 
payee, rather than the drawer. The 
check was received in payment, and the 
debt extinguished only in consideration 
of the drawer's obligation as drawer, 
and of the payee’s rights as holder, 
which included the right of recourse to 
the drawer if, upon proper indorsement 
and due demand, the check should not 
be paid by thedrawee.. Although there 
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are intimations in support of the theory 
that cases like the present are instances 
in which, as to two innocent parties, 
losses are to be left where they fall, we 
think the rights of the present parties 
must be worked out by considering the 
usual rights of the drawer and drawee 
of a check given in a commercial trans- 
action. See Thompson v, Bank, 82 N. 
Y. 8; Morse, Banks, sec. 395. 

The fact that the defendant had been 
in the habit of buying goods of the 
plaintiff for ten years, and of making 
payment by checks, imposed no liability 
upon the plaintiff as to the methods in 
which its own business should be con- 
ducted, or as to what clerks it should 
employ. So far as these checks are con. 
cerned, its obligations to the defendant 
were merely those defined by the law of 
negotiable paper, and did not include 
the duty of taking care that the checks 
should not be stolen or its indorsement 
forged. 

Nor do we think that the plaintiff is 
to be charged with the knowledge that 
the checks had been stolen or embezzled 
and collected upon its forged indorse- 
ments, either because Fowle, its clerk, 
had that knowledge, or because the 
means of knowledge existed in the 
plaintiff's books of account, so that the 
plaintiff would have made the discovery 
if its munthly trial balances had been 
made by an honest clerk. The loss of 
the checks to the plaintiff was not in 
fact known to it until Fowle’s arrest, on 
January 29, 1896, and, as to all other 
parties to the checks, they were never 
lost checks, One was paid in four days 
and the other in nine days, after its date; 
and they were thenceforth inthe custody 
of the drawee or drawer. Assuming 
that the owner of a check which he 
knows to be lost is under a duty to give 
to the public and to the parties to the 















check immediate notice of the loss, we 
see no reason for holding that one who 
has become the holder of a check is un- 
der a duty to give notice to the drawer 
and to the drawee or to the public as of 
a lost check if the check is in fact stolen 
and collected upon a forged indorse- 
ment, and he remains honestly ignorant 
of those facts, and incorrectly but hoa- 
estly assumes that it has been collected 
in the regular course of business. Unless 
the plaintiff was under a duty to give no- 
tice as of a lost check, there was no duty 
to any one connected with the checks 
which required the plaintiff to examine 
its books of account, or to make trial 
balances, or to discover by any means 
what had become of the checks. As- 
suming that, if such a duty towards 
other parties had rested upon the plain- 
tiff, it would be chargeable with the 
knowledge which Fowle had, or which 
would have been acquired by the mak- 
ing of the trial balances by an honest 
clerk, or by an examination of the plain- 
tiff’s books by its officers, as the depos- 
itor was chargeable with the knowledge 
of his dishonest clerk to whom he in- 
trusted the examination of returned 
checks in Dana v. Bank, 132 Mass, 156, 
since no such duty to others rested upon 
the plaintiff, itis not to be charged with 
knowledge which it did not in fact have. 
Fowle was himself defrauding the plain- 
tiff in forging the plaintiff's indorsement 
and coliecting the checks for his own 
use, and therefore his own knowledge of 
the fraud acquired in its perpetration is 
not to be imputed to the plaintiff. Bank 
v. Clark, 166 Mass. 27, and cases cited. 
Nor is this contended. And, as the 
examinations of the books in making 
the trial balances were not made in the 
performance of a duty owed by the 
plaintiff to any other party, the know- 
ledge of the agent who made those ex- 
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aminations is not to be imputed to the 
plaintiff, nor is it to be charged with the 
information which its means of know- 
ledge disclosed, it not being willfully 
ignorant, nor having purposely neglect- 
ed to use the means of knowledge with- 
in its power. Combs v. Scott, 12 Allen, 
493, 497. 

As the plaintiff cannot properly be 
charged with imputed knowledge that 
Fowle was indorsing with its name these 
checks or any of the other checks which 
he stole or embezzled and collected by 
forging its indorsement, we find nothing 
in what occurred until the plaintiff ob- 
tained actual knowledge of the frauds to 
work an actual or implied adoption or 
ratification of Fowle’s acts in indorsing 
the checks with the plaintiff's name, or 
in collecting them. The want of actual 
knowledge is fatal. Combs v, Scott, 12 
Allen, 493; Murray v. Lumber Co., 143 
Mass. 25¢; Dole Bros. Co. v. Cosmo- 
politan Preserving Co, 167 Mass. 481. 
The receipting of subsequent bills by 
the plaintiff without informing the de- 
fendant that the debts for which these 
checks were given had not been exting- 
uished was not an act intended or de- 
signed to convey to the defendant any 
representation as to what had become of 
the checks in suit and could not justify 
the defendant in his inference that the 
checks had been collected by the plain- 
tiff so as to estop the plaintiff from 
showing the truth, The receipting of 
subsequent bills without mention of the 
previous checks was not done with the 
intent to mislead defendant ,nor with any 
expectation or reason to believe that the 
defendant would, in consequence of it, 
do or omit to doanything with reference 
to the checks now in suit. Stiff v. Ash- 
ton, 155 Mass. 130; Lincoln v. Gay, 164 
Mass. 537; Bank v. Rogers, i67 Mass, 
315, 321. 


53+ 


The remaining question is whether 
what occurred after the actua! discovery 
of the frauds requires us to sustain the 
defendant’s exceptions. It is not neces- 
sary forus toconsider whether the payee 
of a check which has been stolen from 
him, put in circulation by forgery, and 
paid by the drawee, upon ascertaining 
those facts should give notice to the 
maker, and to those who have taken the 
check as rightfully in circulation, of such 
facts within the payee’s knowledge as 
are material to the rights and obliga- 
tions of such persons growing out of 
their transactions with the check, A 
majority of the court is of the opinion 
that a payee who, under such circum- 
stances, misleads the drawer to his pre- 
judice, and thereby places him in a 
worse position than he would otherwise 
be in with reference to the assertion or 
protection of his rights resulting from 
what has been done with the check, is 
thereby estopped from maintaining an 
action against the drawer upon the check 
and that for this reason the exceptions 
should be sustained and the finding for 
the plaintiff be set aside. It is true that 
it was found specially that the defend- 
ant’s position had not been changed to 
his prejudice; but this finding must be 
disregarded, because evidence relevant 
and material to the question was offered 
by the defendant, and wrongfully ex- 
cluded, even if the finding was correct 
upon the evidence admitted, which we 
do not decide. The evidence offered 
and excluded to show upon what footing 
and by what representations and assur- 
ances the plaintiff, through Gray, got 
the checks from the defendant, was ma- 
terial upon the questions whether the 
p:aintiff was estopped, by its own acts 
done after the discovery of the forgeries, 
from collecting the checks, of the de- 
fendant, and whether the plaintiff had 
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adopted as to him the forged indorse- 
ments, So, also, the evidence of the 
plaintiff's acts between its discovery of 
Fowle’s frauds and its demand of the 
checks from the drawee on February 14, 
was material in determining whether the 
defendant had been prejudiced in his 
rights to recover against the drawee. To 
say nothing of the plaintiff's omission to 
notify the defendant of its own purpose 
to treat the checks as unpaid checks, and 
to collect them of the defendant, the 
plaintiff's act in getting the checks from 
the defendant on January 29th as paid 
checks was intended by the plaintiff to 
change thedefendant’s position, and did 
change it, by depriving him of the pos- 
session of the checks. They had come 
to the defendant’s hands honestly, and 
as vouchers for charges made against 
him by the drawee. Even if they had 
been demanded of him by the plaintiff 
as its property, the defendant could hon- 
estly refuse to give them up, and could 
honestly at once return them to the 
drawee, with notice of the facts, and 
thus save himself from loss by perfecting 
his right to recover from the drawee the 
amount of the unauthorized payments 
which the drawee had charged against 
him in account. See Bank v. Smith, 
169 Mass. 281. The enforcement of the 
defendant's rights against the drawee 
was not so plain and easy for him with- 
out as with the possession of the checks, 
and the loss of possession itself might 
have been found a change in his posi- 
tion to his prejudice. Besides this, the 
plaintiff's act in getting the checks from 
the defendant as paid checks, without 
notifying him that the plaintiff claimed 
them as its own property, and intended 
to collect them, while at the same time 
giving the defendant information that 
the plaintiff's indorsements were forged, 
would naturally induce the defendant to 
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omit to give information of the forgery 
to the drawee; and it does not appear that 
any information was given to the drawee 
until the checks were demanded again 
of it,on February 14th. The fact that the 
drawee has always been solvent, is not 
the only factor in determining whether 
the defendant has lost his right against 
the drawee. See Dana v. Bank, 132 
Mass. 156; Bank v. Morgan, 117 U. S. 
96; Leather Manufacturers’ Bank v. 
Merchants’ Bank 128 U.S. 26. Without 
discussing that question, we think the 
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evidence as to what was done by the 
plaintiff after it knew of the forgeries 
should have been admitted, and that if 
it appeared that the plaintiff got the 
checks from the defendant as paid 
checks, to be returned to him, and did 
not properly notify the defendant that 
the plaintiff claimed the checks as un- 
paid and as its own property, and that 
it intended to assert that ownership 
and collect the checks, a finding for the 
defendant would be warranted. Excep 
tions sustained. 


FORGED CHECK. 


PAYMENT OF CHECK BY BANK ON FORGED INDORSEMENT OF PAYEE—LIABILITY OF BANK 
TO REPAY AMOUNT TO DEPOSITOR OR HIS ASSIGNEE. 


Winslow et. al. v. Everett Nat. Bank, Supreme Judicial Court of Massachusetts, Suffolk, June 29, 1898. 


A bank which pays a check to a holder under a forged indorsement of the payee’s name, is 
liable for the amount to the depositor, or his assignee, as nothing but payment, accord and satis- 
action, or a release under seal, is an answer to the depositor’s de mand. 


Action by George S. Winslow and 
others against the Everett National 
Bank. Judgment for plaintiffs. De- 
fendant excepts. Exceptions overruled, 

Homes, J.—This is an action in the 
name of a depositor in the defendant 
bank to recover a sum deposited with it 
with acount for refusing to honor a 
check for the same amount, Thecheck 
was given by the plaintiff to the Shepard 
& Morse Lumber Company, and was ab- 
stracted by Fowle and used in the way 
explained in the previous case. Lum- 
ber Co. v. Eldridge, (ante p. 530). The 
defendant paid a holder under an in- 
dorsement forged by Fowle, and refused 
to pay the holder under a true indorse- 
ment made at a later time, after the 
forgery had been discovered. This ac- 
tion 1s brought by the lumber company 
in the name of the plaintiff, by virtue of 
an assignment from the latter. The 
defendant sets up as defenses the alleged 
negligence of the lumber company in 
giving Fowle a chance to commit his 


fraud, and that the nominal plaintiff's 
debt to the lumber company has been 
satisfied, either by the check or by the 
subsequent assignment, and, therefore, 
that the nominal plaintiff has suffered 
only nominal damages. 

The defense based on the carelessness 
of the lumber company is disposed of in 
the last case, and it is unnecessary, 
therefore, to ask how, if a contract is 
good as to the contractor, or a debt is 
due to a creditor, it can be invalidated 
by being assigned. : 

The other defensé is res inter alios. 
The bank becomes the plaintiff's debtor 
for the money had and received. No- 
thing but payment, accord and satisfac— 
tion, or a release under seal is an answer 
to the plaintiff's demand. Leather Man- 
ufacturers’ Bank v. Merchants’ Bank, 
128 U. S. 26, 34; 9 Sup. Ct. 3. Itisno 
concern of the bank whether the plain- 
tiff owes the lumber company or not. 
But, further, the plaintiff’s debt is not 
paid if the check is not paid, as it has 
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not been; or, at most, the plaintiff’s li- 
ability is only changed to a liability on 
the check—a change which would be a 
curious reason for holding the bank ex- 
onerated from paying the check. 
Whether a depositor whose check has 
been paid upon a forged indorsement, 
and returned to and held by him as a 
voucher in the account between himself 
and his bank, and who again puts the 
check in circulation by redelivering it to 
the payee, whose indorsement has been 
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forged, can maintain an action against 
the bank for refusing to honor the check 
upon its second presentation, without 
notifying the bank, before such second 
presentation, that its payment of the 
check was unauthorized, and that he has 
again put the check in circulation, was 
not raised at the trial, and was not ar- 
gued in this court; and upon that ques- 
tion we express no opinion. 


Exceptions overruled. 


CHECKS FOR MORE THAN BALANCE. 


An interesting decision has just been 
rendered by Judge Stein of the Superior 
Court, Chicago, in a suit by one Sher- 
burne, a depositor, against the firm of 
W. T. Rickards & Co., his bankers, to 
recover damages for the alleged wrong- 
ful throwing out of one of his checks,* 
The decision involves the right of a bank, 
when checks are simultaneously pre- 


sented for an aggregate amount exceed— 
ing the deposit to the credit of the 


drawer, to throw ont all the checks, 
although the deposit is sufficient to pay 
some of them. The decision is, in effect, 
that the bank has no right to throw out 
such of the checks as the deposit is suf- 
ficient to meet, although later in date 
than the checks rightfully thrown out. 
But where a depositor, whose check is 
wrongfully dishonored, is a professional 
man and non-trader, he is presumptive— 
ly entitled to nominal damages only,and 
not to substantial damages. The case 


will probably go to the court of final re- 
sort in Illinois. The particulars of the 
facts and decision follow: 

On the gth day of November, 1895, 
E. A. Sherburne, a lawyer, drew acheck 
on the defendants, bankers, for $197.60, 
pavable to one Burnham. Four days 
“We are indebted to H. H. C Miller, Marquette 
Building, Chicago, Attorney for W.T. Rickards & Co. 


bankers, for the data from which we make report of 
this case. 


later, Mr. Sherburne drew another check 
on the defendants for $15, payable to one 
Stephens. On the following day, both 
checks were, through the clearing house, 
presented for payment to the defendants 
at the same time, the plaintiff, Mr. 
Sherburne, then having a deposit with 
them of only $182.89. Payment was 
refused on both checks and they were 
both marked ‘‘no funds.” The plaintiff 
issued both checks in good faith, believ- 
ing he had enough money in bank: for 
that purpose. The suit was brought 
for the alleged wrongful refusal to pay 
the small check, and it was contended 
for the bankers that they were justified 
in throwing out both checks on the 
ground that they had no right to prefer 


either, The plaintiff did not prove any 
special damage to him as a professional 
man. 

Upon the above facts, Judge Stein 
held that the defendants, having enough 
money on hand to pay the smaller check 
should have paid it, although it was the 
one later in date, but that the plaintiff, 
not being a trader and not having shown 
any special damages, was entitled to 
nominal damages only; that it is only 
where the party whose check is improp- 
erly thrown out is a trader that the law 
presumes substantial damages. Judg- 
ment was therefore rendered against the 
defendants for 1 cent and costs of suit. 





REPORT OF PROTECTIVE COMMITTEE. 


THE REPORT OF THE PROTECTIVE COMMITTEE OF THE 
AMERICAN BANKERS’ ASSOCIATION, 


Submitted to the Association at Denver, Col., August 23—The committee is composed of three bankers whose 
names are not made public, 


The Protective Committee begs to sub- 
mit the following report for the third 
year of the work committed to its care 
by the Executive Council: 
Balance on hand per Treas- 

urer’s Report, August 1, 

$ 3,002 31 

Appropriated by the Execu- 

tive Council 
Received refund, March ’98, 

expenses advanced 


—— $18, 295 43 
Paid account expenses, 1896- 


16,212 gI 
——— $16,645 59 
18,295 43 
16,645 59 


$ 1,649 84 

The work of the Protective Commit- 
tee in its policy and detail, is now well 
known to the members of the American 
Bankers’ Association, and it does not 
seem necessary to repeat what has been 
stated at the previous conventions. The 
success of our effort has been beyond 
anything which could have been reason- 
ably expected at the beginning, and the 
appreciation of the protective feature of 
the Association, as a practical return for 
the annual fee, has been shown by the 
noteworthy increase in the membership. 
The paid membership of the Association 
in 1894-5, as rendered at the Atlanta 
convention October 1895, showed 1711 
members, a smaller membership than 
that of the previous year. Atthat con— 
vention the Protective Committee ren- 
dered its first report, and gave wide- 
spread notice of what it was undertaking 
to do for the banks that joined the As- 


Total Receipts 
Total Expenditures 


Balance, August 1, 1898.... 


sociation. Steady increase has followed 


in the membership from that time until 
this convention, as is shown by the fol- 
lowing figures: 


Paid membership of the Ass'n. .1894-5....1,711 

” 6s ™ 1895-6... .2,188 
1896-7....2,813 
1897-8....3,350 


“ee a “es 


Starting out to throw a line of pro- 
tection around the members of the 
American Bankers’ Association, the 
Protective Committee secured the ser- 
vices of the Pinkerton National Detec- 
tive Agency, and instructed it to get 
information in respect to the movements 
of all the professional bank criminals 
known to the police of the various cities, 
and to give to those who were known to 
follow the occupation of swindling or 
robbing banks, distinct warning that 
the Association had entered upon a cru- 
sade againt them for the protection of 
its members, and that, under the rules 
laid down, no crime would be compro- 
mised or condoned, and no expense 
spared to punish criminals to the full 
extent of the law. The outcome of the 
protective policy during the time it has 
been actively conducted by the Associ- 
ation, is shown in the following state- 
ments: 

1. From May 1, 1895, to August 1, 

1898, MEMBERs of the American Bank- 
ers’ Association suffered by burglars, 
robbers and sneak thieves, a total 
loss of 
2. From May 1, 1895, to August 1, 
1898, banks NON-MEMBERS of the As- 
sociation suffered, in the same way, 
reported losses of over $200,000 00 


3. So far as can be ascertained there is but 
one organized band of professional criminals 
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now operating on the banks of this country,and 
up to this time it has not attacked a member of 
the Association. 

4. In the past year, the only burglary com- 
mitted on a member of the Association since 
February, 1895, occurred at Boelus, Neb., Oct. 
5, 1897. Otis Anselon and Otto Warwick, were 
arrested for this burglary, and have been sen- 
tenced to three years and six months’ and eight 
years’ imprisonment respectively. 


A most significant contrast, aptly il- 
lustrating the comparative immunity 
enjoyed by the members of the American 
Bankers’ Association from burglars and 
the like, is found in the fact that early 
in 1895, before the purpose and power 
of the new organization were thorough- 
ly realized and its influence established, 
members lost heavily. A comparison 
of the total reported losses show that: 


In the four months from January I 
to May 1, 1895, members lost by 
burglars and robbers 

In the twenty seven months from 
May 1, 1895, to August 1, 1848, mem- 
bers lost by burglars and robbers.... 


$23,706 00 


$8,875 00 


The above figures do not include loss. 
es suffered by members through for- 
geries. Statistics in respect to these are 
difficult to obtain. The broad effect of 
the protective feature is shown by the 
fact that in 1894, before this Association 
began the protective work, the banks of 
the United States lost $229, 261 from bur- 
glary and forgery, and that in the year 
ending August 1898, the members of 
this Association lost through burglary 
$1,400 and through forgeries of all kinds, 
amateur and professional, less than 
$15,000. 

The committee has, during the year, 
made an important demonstration to 
the professional bank criminals, which 
it is confident will not be forgotten, in 
accomplishing the extradition from 
London, England, of Charles Fisher. 
Fisher is an habitual thief and forger, 
notorious on two continents, He is 
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credited with originating in this ceuntry 
the scheme of rifling letter boxes, alter- 
ing the stolen checks and presenting 
them at the banks, and has organized a 
number of bands for this kind of work. 
In 1895 he was arrested at Baltimore 
and transferred to Cincinnati, charged 
with attempting to pass at the First 
National Bank a check which he had 
raised from $15 to $1,500. He escaped 
in November, 1895, and made his way 
to London, England, where he was lo- 
cated in May, 1897, by the detective 
agents of the Association. He was 
transferred to Cincinnati by the Ameri- 
can Bankers’ Association and the banks 
of Cincinnati, and on December 18 
pleaded guilty and was sentenced to 
three and one-half years imprisonment. 

The committee takes pleasure in re- 
porting the arrest and conviction of 
Alonzo J. Whiteman, formerly State 
Senator of Minnesota, whose tendency 
to bank swindling has for a long time 
given the committee concern. White- 
man had been director of a bank and 
was familiar with the detail of banking 
practice, In May, 1895, he was arrested 
in New York and transferred to San 
Francisco on requisition from Califor- 
nia charged with forging and passing 
a check for $500. He was convicted 
and sentenced to nine years’ imprison- 
ment, but secured a new trial which re- 
sulted in his discharge from custody 
November g, 1896. On March 6, 1897, 
the agents of the Association accom- 
plished his arrest in New York for 
swindling a New York bank out of $580 
on a fraudulent check, but he managed 
to escape conviction owing to conflict- 
ing evidence. On July 9, 1898, at Chi- 
cago, Ill., he was sentenced to one year's 
imprisonment and a fine of $2,000 as a 
result of the efforts of the agents of the 
Association, who accomplished his iden- 
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tification as the man who, early in June, 
1898, had swindled the Grand Pacific 
Hotel Company witha fraudulent cash- 
ier’s draft of the Lawrence Nat. Bank, 
Lawrence, Kansas, on the First National 
Bank of New York for $250. A supply 
of bank cashier drafts, secured from a 
New York lithographer, was found in 
Whiteman’s possession. 

We have referred heretofore to the 
work of the committee in breaking up 
the important forgery band headed by 
Charles Becker and James Cregan, and 
to their trial in San Francisco where, in 
1896, both Becker and Cregan were con- 
victed and were sentenced to imprison- 
ment for life. After two years of con- 
tention in the courts, a decision has 
been rendered in favor of Becker and 
Cregan setting aside their conviction 
and ordering a new trial. The com- 


mittee is prepared to continue the 


prosecution of these dangerous crimi- 


nals, and it will do so. 

Four special circulars have been issued 
during the past year, as follows: 

On November 23, 1897, a special 
circular was issued to the banks and po- 
lice departments throughout the United 
States with a view to causing the arrest 
of W. H. Geer, who had swindled a 
member of the Association at Salt Lake 
City, Utah, and was then operating 
extensively with bogus certified checks. 
Almost immediately Geer went into 
hiding and ceased operations for atime. 
later he renewed work and was arrest- 
ed by the officials at Richmond, Va., 
charged with obtaining money under 
false pretences and was sentenced to 
sixteen months in the county jail. War- 
rants for further prosecution have been 
secured and lodged pending the expira- 
tion of his sentence. 

On November 25, 1897, a special cir- 
cular was issued to the Chicago banks 
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warning members of the Association of 
suspicious certificates of deposit which 
were being floated by a private bank in 
Indiana and disposed of by agents in 
Chicago. Several Chicago merchants 
were swindled by this paper, but the 
warning appears to have prevented loss 
to the banks. 

On January 11, 1898, a special circular 
was issued to the banks throughout the 
United States in order to accomplish the 
arrest of T. J. Hogan and two accom- 
plices then engaged in swindling banks 
with checks stolen from the mail and 
altered. Hogan was arrested at Colum. 
bus, Ohio, February 14, 1898, and on the 
17th, James Wallace and Frank Baxter 
were arrested at Chicago. Early in June 
the men were sentenced to five years 
each in the Columbus, O., penitentiary. 

On February 15, 1898, a special circu- 
lar was issued through sections of the 
West offering a reward for information 
leading to the arrest of Dr. S. T. Mc. 
Clung, alias Geo. O. West, who had 
been defrauding Colorado banks with 
worthless checks bearing the forged in- 
dorsements of local physicians. He 
was arrested at Leadville, Col., on May 
15, through the vigilance of the officers 
of the Carbonate National Bank, and 
was identified from a copy of the circu- 
lar forwarded by the agents of the As- 
sociation. On August 3, 1898, McClung 
pleaded guilty and was returned to jail 
pending sentence 

Since August I, 1897, forty-seven cir- 
culars of general information have been 
issued as warning bulletins to members 
of the Association, giving brief accounts 
of the methods of active swindlers. 
These have been accompanied by 24 
photographs and descriptions. 

The prosecution of the protective 
work during the year has involved the 
consideration of 2,000 reports, letters, 
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etc., relating to the operations of crimi- 
nals in every section of the country, and 
has exemplified more clearly than ever 
the fact heretofore noted in our reports, 
that the more dangerous and expert 
criminais have shown a disposition to 
avoid the banks which are members of 
the Association, and the committee has 
had to deal with the common grade of 
swindler whose bungling work very 
shortly ends in his arrest. 


FORGERS AND SWINDLERS. 


m™@ The agents of the Association have 
generally investigated and reported on 
the operations of criminals, involving 
over four hundred cases of forgeries and 
swindles during the year ending August 
1, 1898. Of 78 criminals who swindled, 
or attempted to swindle, members of the 
Association since August 1, 1897, 33 have 
been placed under arrest and 25 have 
been convicted. 


BURGLARS AND THIEVES. 


The figures revised by our latest re- 
ports show that during the year ending 
August 1, 1898, 43 banks not members 
of the Association have been attacked 
by depredators and suffered a total loss 
of $90,150. During the same period 
members of the Association lost $2,400. 
In one instance, as stated above, $1,400 
were taken by burglars who, in conse- 
quence thereof, were arrested and are 
now serving sentences of three and one- 
half and eight years respectively. In the 
other case a man who entered the bank 
ostensibly to make telephone repairs, 
walked off with an unguarded package 
of $1,000. 

The Protective Committee has con- 
summated during the past year a con- 
tract with its detective agency on fair 
and liberal terms, approved and ratified 
by the Executive Council. Under the 
terms of the contract the agency has 
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agreed to provide the following service: 

“To keep themselves informed, as 
thoroughly as possible as to the methods 
and movements of those who make a 
business of swindling or robbing banks, 
such as forgers, bank sneaks, burglars, 
bank confidence men, presentors of 
forged paper and letter box thieves. 

‘*To keep members of the Association 
informed, from time to time, at least 
once every three months, of such general 
facts as may warn them as to men and 
methods and stimulate their vigilance. 

‘‘To send to members such photo- 
graphs of bank criminals as may be 
deemed useful, and to provide them with 
facsimiles of specimens of the hand- 
writing of forgers or swindlers who are 
systematically at work. 

**To seek, by correspondence or per- 
sonal interview with the proper authori- 
ties, tohave such criminals apprehended, 
securely incarcerated and indicted, and 
released only on sufficient and reliable 
bail. To seek, by like means, to have 
such persons successfully prosecuted, 
and after conviction to oppose all peti- 
tions for their pardon. 

‘*To secure, by like means, further 
prosecution and punishment of such 
criminals for other known crimes which 
they may have committed,” 

In accordance with the terms of the 
contract requiring the detective agency 
to keep members posted, a series of 
information bulletins, beginning with 
the issue of August, 1898, has been de- 
signed by the Protective Committee, to 
convey to members from time to time 
items of information culled from the 
mass of matter continually piling up in 
the files. These bulletins will contain 
pictures and descriptions of active crim- 
inals. Each issue should be carefully 
preserved. With the first issue of the 
pamphlet was seni a litt'e book entitled 
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“The Confidential Book of the Protective 
Committee” which discusses in a general 
way the methods of professional crimi- 
nals, and furnishes precautionary advice 
and instructions, 

Following is the detailed Financial 
Statement of Protective Committee from 
close of fiscal year July 31, 1897, to Aug, 
1, 1898: 

RECEIPTS, 
Balance on hand August 1, 1897.... $ 3,c02 31 
Appropriated by Executive Council.. 15,000 00 
Refunded March, 1898 293 12 
$ 18,295 43 
EXPENDITURES. 
Paid Pinkerton, expense incurred 

prior to August I, 1897 
Paid Pinkerton, expense incurred 

August I, 1897, to August 1, 1898. 
Salary and expenses,Clerk to Protec- 

tive Committee 1,437 20 

120 00 
Paid American Bank Note Co., 500 

Printed Slips 
Petty Cash 
Balance August 1, 1898 


3 75 


$ 18,295 43 


54% 


The Committee desires to repeat the 
recommendation heretofore made, that 
members should use the greatest caution 
in the employment of printers and litho- 
graphers, and that they should insist 
upon care on the part of those whom 
they employ in disposing of surplus 
blank checks and drafts. 

In conclusion, the Committee begs to 
express its sincere thanks to all members 
of the Association who, when called upon, 
have endeavored to facilitate the con- 
duct of the work involved in the protect- 
ive feature. 

Appended hereto is a copy of the an- 
nual report of the detective agency 
employed by the Association. 


Respectfully submitted, 


Protective CoMMITTEE, 


AMERICAN BANKERS’ Ass’N. 


WAIVER BY INDORSERS-: 


Indorser’s agreement to pay note to discounting bank a waiver of demand and notice. 
Souther v. McKenna, supreme court of Rhode Island, July 18, 1898. 


Action by J. K. Souther & Sons 
against McKenna Brothers, as indorsers 
onanote. Defense, non-presentment, 
and failure to give notice of dishonor. 
Verdict for plaintiffs, Defendants ex- 
cept. 

Per Curiam. The case shows that the 
note in suit was discounted by the 
Everett National Bank of Boston for the 
benefit of the indorsers, the defendants, 
who agreed at the time of the discount 


to pay the note themselves at its matur- 
itv at that bank. We think that this 
agreement of the defendants was a 
waiver by them, as indorsers, of the 
presentment of the note to the maker at 
maturity, and demand of payment of 
him, and consequently of the notice to 
them of its nonpayment by the maker. 
Daniel Neg. Inst. secs, 1085, 1103. 

New trial denied and judgment or- 
dered on verdict. 


LITERARY NOTE. 


Houghton, Mifflin & Co. have recently issued 
a new catalogue of theirlaw publications among 
which will be found many books of great value 
to lawyers, 

In the early part of his career as a printer,the 
late Mr. Henry O. Houghton, the founder of 
the business, became familiar with the making 
of law books. The law appealed to him as a 
science, and his large acquaintance with leading 
lawyers, including the late Judge Bennett, en- 


abled him to come intoclose touch with the lega 1 
profession. 

When he became a publisher, a few law books 
were brought out-.with his imprint. Later an 
amalgamation with James R. Osgood & Co, 


introduced other important texts, and while the 
efforts of the House have been more largely di- 
rected along the lines of Literature, Biography 
and History, standard legal works have been 
added from time to time to the list. 

Boston, September, 1898. 
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THE REPORT OF THE COMMITTEE ON UNIFORM LAWS, OF THE 
AMERICAN BANKERS’ ASSOCIATION, 


Presented to the Convention of the Association at Denver, Col., August 23, 1898, by Frank W. Tracy, of 
Springfield, I11., Chairman of the Committee. 


Some twenty years ago, as I was sit- 
ting in the House of Representatives of 
the Illinois legislature, watching its 
closing hours, a member who had never 
spoken during the entire session arose to 
address the House. As he was a new 
speaker, every one was immediately on 
the qui vive to hear what he had to say, 
and I confess his speech made such an 
impression on my mind that I have not 
forgotten it to this day. Hesaid: “Mr. 
Speaker, Iam afarmer. I used to get 
the newspapers and sit on my porch and 
read with great awe of the proceedings 
of the Illinois Legislature. I made up 
my mind I would try and become a 
member of that august body. I suc- 
ceeded in that ambition, I have been 
here the entire session; have never 
inflicted you with aspeech; have always 
voted ‘yea’ or ‘nay;’ have watched with 
great interest the method of making 
laws, and I have come to the cenclusion 
that the making of laws is like the 
making of sausages—the less you know 
about the process the more you respect 
the result.” 

Your Committee on Uniform Laws 
has been before many Legislatures the 
past winter, and we think after this ex- 
perience that our farmer friend was mis- 
taken in his estimate of legislation. We 
have found that the ruling minds of a 
legislative body areacareful, painstaking, 
studious set of men, who are anxious to 
make the best laws possible for the gov- 
ernment of the people. Sometimes a 
selfish interest will override this best 
judgment by methods which will carry 
the Legislature off its feet, but in the 


long run that error will be corrected, 
and a true judgment will be rendered. 
The Negotiable Instruments law 
which we are endeavoring to have passed 
is very fortunate in having been tried 
for sixteen years in Great Britain and 
all its colonies. Indeed, it has been sub- 
jected to all the criticism which the best 
minds in the legal profession could 
bring to bear, and yet has come out un- 
scathed, In spite of this, we find in 
every legislature some wise man who 
wishes to offer some amendment. 
They cannot comprehend the fact that 
we are arriving at uniformity in all 
the states. One prominent banker sent 
us along opinion given by his attor- 
ney upon the law. We made a care- 
ful examination of this opinion, and 
found the attorney was endeavoring to 
make this uniform law correspond to the 
laws of the state in which he lived. Much 
opposition has been expressed to the 
law because it abolishes days of grace, 
and, astonishing to say, this opposition 
manifests itself more strongly in the New 
England States than anywhere else. This 
was astonishing to your committee, as 
we had always regarded this section of 
the Unionas the most progressive in mat- 
ters of financial legislation. That long 
arguments should be made against the 
abolishing of such a relic of stage coach 
days in a country covered with railroads 
is a marvel indeed. We are pleased to 
say, however, that this opposition did 
not come from either the bankers or the 
lawyers. The number of States holding 
sessions of their Legislatures last Winter 
was few in comparison to the whole 
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number. The only states in which we 
did any work were Maryland. Massa- 
chusetts, Ohio, Virginia and Georgia. 
In Maryland, by the vigilant work of 
Hon. Lawrence B. Kemp, the assistance 
of the American Bar Association and the 
Maryland Bankers’ Association, the law 
was passed, and Maryland was enrolled 
on the Roll of Honor. 

In Massachusetts, there being no 
bankers’ association, the American Bar 
Association took the initiative in intro- 
ducing the law. The want of a bankers’ 
association was seriously felt, as we had 
no auxiliary by which the bankers of the 
state could be rallied to the support of 
the measure. In this dilemma your 
committee appealed to H. L. Burrage, 
Vice-president of the American Bankers’ 
Association,and we found in him a tower 
of strength. Without his assistance the 
law could not have.been passed, The 


opposition to the passage of the bill was 
simply because it abolished days of grace 


on sight drafts. We are happy to say 
the wise men of the state were not seri- 
ously affected by this opposition after 
they were shown the true value of this 
feature of the law. 

In Ohio we introduced the bill, and 
our Mr, Griffiths gave it his individwal 
attention, and used every exertion to 
have it passed, At this session, how- 
ever, politics was the ruling idea, and 
business had to yield. We have made 
decided steps forward, however, in hav- 
ing had the bill referred to a Commis- 
sion of Uniform Laws, to report to the 
Legislature which meets in 1900. It is 
confidently expected by Mr. Griffiths 
that the bill will then be enacted into a 
law. 

Virginia has also placed herself on the 
Roll of Honor. The bill was introduced, 
and through the indefatigable work of 
our Mr. Hardy it was passed. The Am- 
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erican Bar Association and the Virginia 
Bankers’ Association were in hearty ac- 
cord, and gave him much valuable as— 
sistance. 

Georgia had but a short session of the 
Legislature, but our friends worked with 
good will. Mr. G. Gunby Jordan, vice- 
president of the American Bankers’ As- 
sociation, took active charge, and 
through his efforts good progress was 
made. The bill was referred to a com- 
mission, of which W. S. Witham, mem- 
ber of this Association, is a member, 
and we confidently look forward to final 
passage through his valuable assist- 
ance. 

The Legislature of Iowa met this 
Winter, and your committee made efforts 
to have the law introduced there, but 
the Iowa Bankers’ Association after duly 
discussing the matter, decided the time 
was not propitious for its passage. 
Therefore, no action was taken. It is 
confidently believed, however, by the 
officials of the Iowa Association that at 
the next session of the Legislature the 
law can be successfully pushed. 

In Kentucky, also, the Bankers’ As- 
sociation thought it inadvisable, under 
the peculiar condition of politics in the 
Legislature at that time, to introduce 
the bill, so it was postponed until the 
next session of the Legislature. The 
bill was introduced into Congress as 
pertaining to the District of Columbia, 
and has passed the House of Represent- 
atives; has been acted upon by a com- 
mittee of the Senate and reported favor- 
ably. It is now on the calendar, and 
will undoubtedly be passed the coming 
Winter. 

The task of attempting to pass this 
law in all the States is one of herculean 
proportions, but from the experience of 
the past Winter your committee believes 
it can be brought to a successful issue, 
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It cannot be done without the enthusi- 
astic support of all the bankers in all the 
States. Any indifference on their part 
begets indifferencein the members of the 
Legislatures. Let me whisper a secret 
in your ears, All you have to do to pass 
this law in all the States is to overcome 
the indifference of the members of the 
Legislature. Give us ten men in every 
Legislature who are enthusiastic in sup- 
port of any good bill, and we will guar- 
antee that that bill is enacted into a law. 
We therefore ask the bankers of the 
States I name hereafter to get them- 
selves enthused for the passage of the 
best law in its line that has ever been 
before a Legislature. See the members 
of the Legislature, inject enthusiasm 
into them; get their minds saturated 
with the idea of the good they will be 
doing to their constituents, and we be- 
lieve before the close of this century 
this law will be on the statute books of 
almost all the States of the Union. 

The following States hold session of 
the Legislature during the ensuing win- 
ter, and in all of them we hope the bill 
will be introduced and brought to a suc- 
cessful passage. 

Alabama, 
Arkansas, 
California, 
Delaware, 
Florida ,* 


New Hampshire 
North Carolina, 
North Dakota, 
Oregon, 
Pennsylvania, 


*The Negotiable Instruments law was passed by the 
Florida Legislature, 1897 session. It has now been 
passed in seven states, the six enumerated in the re- 
port and Florida also. In Massachusetts, however, it 
does not take effect until January 1, 18399 —Ed. B.L J, 
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Idaho, 
Illinois, 
Indiana, 
Kansas, 
Maine, 
Michigan, 
Minnesota, 
Missouri, 
Montana, 
Nebraska, 
Nevada, 
The Roll of Honor, being the States 
in which the Negotiable Instrument iaw 
is now in force, bears the following 
names: 
Connecticut, 
Maryland, 
New York, 


All honor to Colorado, one of the 
youngest of the States, but evidently 
one of the most progressive. 

In conclusion, we believe our Associ- 
ation is to be greatly encouraged and 
congratulated upon the first year’s re- 
sults of the work of your committee. 
We worked in five States only. The law 
was passed in three, and good progress 
made in the other two. There was no 
failure in any state. Should such results 
follow our work of the coming winter, 
we will have the law enacted in all the 
principal States in the Union. The re- 
maining work will be easy. 

As a final work, we again ask the 
members of the Association to give us 
their enthusiastic help the coming Win- 
ter, and we are prepared to promise the 
best of results, with such support. 


Rhode Island, 
South Carolina, 
South Dakota, 
Tennessee, 
Texas, 
Vermont, 
Washington, 
West Virginia. 
Wisconsin. 
Wyoming. 


Colorado, 
Massachusetts, 
Virginia. 


MONEY ORDERS FOR SANTIAGO. 


Under an order issved by the P.O. Department, 
Washington, money orders payable at Santiago, 
Cuba, may be obtained at the general postoffice 
or any of its branches or substations in New 
York city at the regular domestic rates, and 


similar fees will be charged for money orders 
sent from any postoffice in the United States. 
The Santiago postal station is not yet an inter- 
national office, and has nothing to do with in- 
ternational business. 
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INQUIRIES AND CORRESPONDENCE. 


This department is carried on for the benefit of all subscribers, who are entitled to submit questions of gen- 
eral interest, and expect prompt and careful consideration thereof, without charge. The names and places of 
those submitting inquiries are published, unless special request is made to the contrary. 


Female Notaries in Tennessee. 


Memphis, Tenn., Sept. 12, 1898. 
Editor Banking Law Journal: 

Dear Sik:—What is the law in this State as to 
the competency of a female to act as notary pub- 
lic in taking the acknowledgment of a mort- 
gage? 

R. M. 

In a number of the states, the legisla- 
tures have made females eligible to the 
position of notary public; but in Ten- 
nessee, although women have been elect- 
ed to the office in some of the counties, 
there is no state statute clothing them 
with the power so to act. The Supreme 
Court of Tennessee in State v. David- 
son, 92 Tenn. 531, has held that a female 
is ineligible to hold the office of notary 
public in that state, because there is no 
act of the legislature conferring such 
right upon the sex. The opinion, how-— 
ever, holds that there is no constitu- 
tional restriction in the way of females 
holding this office and, therefore, that it 
is within the power of the legislature to 
make women eligible. 

The most recent case on the subject is 
Stokes v. Acklen, Court of Chancery 
Appeals of Tennessee, decided in Feb 
ruary of the present year. The validity 
of a deed by a husband and wife was 
involved, the acknowledgments and the 
privy examination thereto of the wife and 
husband being taken by a female who 
had been elected a notary public by the 
county of Davidson, and commissioned 
and qualified to act in that capacity. 
The chancellor, before whom the cause 
was heard, held that the acknowledg 
ment of the deed before the woman 
notary was null and void and was not 


binding upon the wife; that the notary 
was not an officer de facto in the sense 
that her act was binding upon the wife, 
and that the case was not one of that 
class where the deed is subject to cor- 
rection for defective acknowledgment, 
and where the vendor can compel the 
vendee to accept the deed upon making 
good title, 

The Court of Chancery Appeals re. 
versed this ruling and held that the deed 
acknowledged before the female notary 
was not void, the notary public being a 
de facto officer, and her acts, as such, 
being binding upon third persons; and 
that if the acknowledgment and privy 
examination before her were defective, 
and imparted such an infirmity to the 
deed as that the wife could have disaf- 
firmed it, the defect was removed in the 
present case by a bill which was filed by 
husband and wife to enforce the trade 
and sale in which the deed was given, 
and by a valid deed which was tendered 
after the defect was pointed out and in. 
sisted upon, 

On the whele, therefore, it would not 
seem wise to accept the offices of a fe- 
male notary in the State of Tennessee, 
in the matter of taking acknowledg- 
ments to deeds, they being ineligible 
under the law; and although they may 
be regarded in certain cases as de facto 
officers, as in the case last cited, this is 
a very unsatisfactory official status upon 
which to depend, 


Attorneys’ Fees. 


Galveston, Texas, Sept. 6, 1998. 
Editor Banking Law Journal: 


DeaR Sir:—A note is discounted by a bank 
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which provides for the payment of a reasonable 
attorney’s fee in the event of suit on the note. 
Note is secured by collateral, which upon de- 
fault, is sold and proceeds applied towards its 
payment. Suit is brought by the bank against 
the makers for balance due on note, Bank has 
contract with its attorney, to receive as compen- 
sation, ten per cent. upon collections, 

Query: Isten per cent. a reasonable fee, and 
will it be computed on entire amount of note, or 
only upon balance sued for? 

President. 


The case of Planters & Mechanics’ 
National Bank of Houston against Mc- 
Ilhenny, very recently decided by the 
Court of Civil Appeals of Texas, brought 
up very similar questions and -the de- 
cision made (if it should be affirmed by 
the Supreme Court of Texas) affords 
us authority for saying that 10 per cent, 
would be regarded by the court as a 
reasonable fee and that it would be al- 
lowed upon the full face of the note, 
notwithstanding the reduction of its 
amount by application of proceeds of 
collaterals sold. 


Good Will of Private Bank. 


—, Wis., Sept. 4, 1898. 
Editor Banking Law Journal: 


Drar Sir:—Will you summarize for the writer 
and publish in your Journal, the points decided 
by the Supreme court of Wisconsin in October 
1896, in the case of the ‘‘Bank of Tomah,” con- 
cerning the good will of a private bank. 

PRIVATE BANKER, 


In Bank of Tomah v. Warren, 94 
Wis. 151, the following were the points 
decided: 

1, The custom and patronage arising 
from the establishment and long contin- 
uance of a banking business, and the ex- 
pectation and probability of its continu- 
ance at the same place, constitute the 
good will of the business and confer 
benefits and advantages upon the pro- 
prietors which are a species of assets. 
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2. The good will and business name 
of a private bank pass to the assignee 
for the benefit of creditors of the pro- 
prietor under an assignment covering all 
his property and effects of every kind 
and description, and may be transferred 
by the assignee to third persons in con- 
nection with the real estate and other 
property formerly used by the assignor 
in carrying on such business. 

3- A mere intermission in the business 
of a bank from July 27, 1893, when it 
suspended, to March 6, following, when 
the purchaser of the good will and 
trade name etc resumed the business, 
did not operate as an abandonment of 
such good will or trade-name, evidence 
of a distinct intention to abandon being 
necessary in order that such a suspen- 
sion may operate. 

4. The wrongful use of a trade-mark 
or trade-name may be enjoined without 
proof that any one has been actually de- 
ceived, 


Indorser’s Waiver of Demand and 
Protest. 


INDIANAPOLIS, Ind., Sept. 5, 1898, 
Editor Banking Law Journal: 
DEAR Sir:—Is a waiver in the body of a ne- 
gotiable note, in the following language, bind- 
ing on the indorsers thereof? 


‘‘The drawers and indorsers severally waive 
presentment, protest and notice of protest and 
non-payment of this note,” 


NoTary PuBLIc. 


Yes. By indorsing the note, the in- 
dorsers adopt the agreement of waiver 
contained in the body of the note, and 
their liability is fixed by the dishonor of 
the paper. State ex rel, Parks v. 
Hughes, Ind. App Ct., Feb. 1898. 


Care of Documentary Security. 
, September 1, 1598. 
Editor Banking Law Journal: 


Dear Sir:—A bank in one state mails to a 
bank in another, an envelope addressed to the 
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cashier of the latter, enclosing a draft for col- 
lection, to which is attached certain document- 
ary security, with instructions to deliver the 
security to the drawee upon receiving payment 
of the draft. Receipt is acknowledged by the 
cashier, but thereafter, and while in his posses- 
sion, the security is in some inexplicable way, 
lost or stolen. The security is non-negotiable, 
and the owner is required to prosecute a suit to 
establish them. Can the last-named bank be 
held liable for costs and expenses incurred in 
the prosecution of this suit? 
Vice-President. 


We think so, It is part of the or- 
dinary business of banking to receive 
commercial paper for collection, with 
accompanying collaterals, and a bank 
thus receiving collaterals, through its 
cashier, whose authority so to do is im- 
plied, is held by the law to the exercise 
of ordinary care in keeping the collater- 
als. If it is established that the bank 
has negligently lost them, which we 
assume would be the result under the 
facts stated, such bank can be held 


liable for the expense necessarily in- 
curred by the owner in replacing the 


collaterals. See, for a similar case, 
First Nat. Bank of Birmingham v. First 
Nat. Bank of Newport, 22 So. Rep. 976. 


Indorsement Construed. 


Omana, Neb., Sept. 2, 1890S. 
Editor Banking Law Jourual: 
Dear Sin:—The payee, John Smith, of a _ ne- 
gotiable promissory note, indorses it thus: 


‘*Pay to the order of 
‘**John Smith” 


doubtless intending to fill in the name of a par- 
ticular indorsee at a future date. In this form, 
however, the note is, before maturity, discounted 
for the payee by a bank, and action is thereafter 
brought against the maker who sets up a de- 
fense against the payee, Is the bank holding 
note under an indorsement of this character, 
entitled to enforce free from equities, as a bona 


fide holder for value? 
DiscounT CLERK. 


According to the Supreme Ccur: of 
Nebraska (See Gaylord v, Neb. Savings 
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& Exch. Bank, 74 N. W. 4:5) such an 
indorsement would not vest the legal 
title in the bank, not being a general 
indorsement or one which would transfer 
title by mere delivery; and the bank 
would not therefore, be in a position to 
enforce the note free from equities. Too 
bad; be more careful next time. 


Set-off Against Administrator's 
Deposit. 


, Georgia, Sept. 1, 1898, 
Editor Banking Law Journal: 

Dear S1r:—A is a depositor in bank, and owes 
the bank $1,500 on certain promissory notes, A 
deposits in his private account a check to his 
order as administrator for $5,000, indorsed by 
him as administrator, his private account re- 
ceiving credit for that amount. Of this $5,000, 
the bank pays out $1,500 upon sundry checks 
drawn by A, and applies $1,500 in satisfaction 
of notes held by it, leaving a balance of $2,000 
to A’s credit. A dies, and estate of which he is 
administrator claims the $5,000 from bank, Can 
its claim be sustained? Cashier. 


Yes, as to the $2,000 balance remain- 
ing to A's credit, and the $1,500 applied 
by the bank upon A’s personal debt; but 
no, as to the $1,500 paid out on A’s 
checks, as the bank has the right to as- 
sume that A will apply the trust money 
deposited by him to its proper purposes 
under the trust, and will not be account- 
able, even if such checks are a misap- 
propriation, it not participating therein, 
(See American Trust & Banking Co. v, 
Boone, 101 Ga. Repts). 


Liability of Indorser for Attorney's Fee. 


Nashville, Tenn., Aug. 29, 1898. 
Editor Banking Law Journal; 
Dear Six:—A promissory note contains this 
clause: 


‘If this note is collected by an attorney, suit 
or otherwise, we hereby agree to pay all fees 
and costs of collection.” 


Is a payee, who indorses th’s note in blank 
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and transfers to a bona fide holder, liable, in 
event of suit, for the attorney's fee? 
Lex Mercatoria. 


This very question was recently con- 
sidered by the Court of Chancery Ap- 
peals of Tennessee in City Sav. Bank v. 
Kensington Land Co.—namely, whether 
an indorsement in blank of a note con- 
taining such a clause, carries with it an 
obligation upon the part of the indorser 
to pay the attorney’s fee stipulated for 
in the face of the note. The court held 
the indorsement did not import such an 
obligation. Its reasoning is as follows: 

‘*The import of an indorsement by the 
payee, in blank, accompanied by deliv- 
ery of the note, is well settled. It trans- 
fers title to the note and evidences a 
contract that if the maker does not pay 
the note at maturity, upon proper de- 
mand made, the indorser, upon due and 
legal notice being given of that fact, will 
pay it. The contract as to the attorney’s 
fees contemplates a subsequent period, 
when the note shall have been dishon- 
ored, and isin course of compulsory col- 
lection, The two contracts are, in an 
important sense, direct opposites. One 
cannot be held, therefore, by implication 
to include the other. At most, as to 
such collateral engagements appearing 
in the face of promissory notes, it may 
be held that the transfer of title to the 
instrument effected by the indorsement 
and delivery, transfers the right to en- 
force them against the maker. It does 
not impose upon the indorser the duty 
of meeting such engagements himself.” 


Maturity of Note. 


, Texas, Sept. 5, 1898. 
Editor Banking Law Journal: 
Dear Sir:—A negotiable promissury note 
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bears date July 6, 1898, and is payable three 
months after date, At the foot of the note, how 
ever, is the following notation: ‘‘Due Oct. 20th, 
1898.” Which controls maturity? 

-Collection Clerk, 


The date controls. The notation at 
the foot is no part of the note. 


Notice by Mail. 


Girard, Kan., Sept. 3, 1898, 
Editor Banking Law Journal: 

DEAR Sir:—Is notice of dishonor sent by mail 
to an indorser residing in the same city with the 
holder of the note sufficient to hold the indorser 
liable in this state? P. 

Notice by mail is not sufficient where 
the indorser resides in same city. 


Counterclaim of Usury. 


Kentucky, Sept. 2, 1898. 
Editor Banking Law Jouraal: 

DEAR SirR:—A national bank in this State, 
having loaned money upon a note and received 
from the borrower a usurious rate of interest, 
brings suit on the note against the maker. The 
latter pleads a counterclaim of double the pay- 
ment of usurious interest. Is this a defense 
which can be made in the bank’s suit? 


President. 


No. The double interest must be sued 
for in a separate action. The Court of 
Appeals of Kentucky has said ina recent 
case: **The statute requires that where 
the interest has been paid, the party 
paying it, or his legal representatives 
may recover in an action in the nature 
of an action of debt. The recovery pro- 
vided for is in the nature of a penalty 
and can only be recovered in the manner 
provided in the statute.” See a case on 
this subject in the Journal for April, 
1898, page 211. 
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Embracing Items of Interest in all the States. Readers are requested to communicate matters arising locally 
to enhance the interest and value of this department. 


The banks at Des Moines, Iowa on August 
Ist, reduced the rate of interest on deposits, to 3 
per cent on deposits running from six to twelve 
months, and 4 per cent. on balances extending 
over one year. 

The Punta Gorda Bank (Florida) has issued 
the following circular governing its handling of 
collections: 

“On and after August 15th, 1898, the follow- 
ing requirements will govern the handling of 
collections by this bank: 

‘*Each and every item—demand, sight ortime 
—sent to us by a bank, corporation, firm or in- 
dividual for collection or acceptance must be 
accompanied by 15 cents (our minimum charge 
on such items), in stamps or cash, to insure at- 
tention; it being understood that, where drafts 
are paid the said 15 cents is to be applied as 


payment, or part payment, of our collection 


charge, and, where payment is refused, the 15 
cents is to be retained by us as payment for our 


trouble and expense in entering, presenting and 
returning the item. 

‘Items not accompanied by 15 cents will be 
held, without presentation, a reasonable length 
of time, and unless stamps are received for their 
return, or as required above, will be consigned 
to our waste basket. 

‘*The above does not apply to checks on this 
or another bank sent to us for collection; items 
sent us as cash, where the item is protestable, 
or to drafts with bill of lading attached, whether 
protestable or otherwise. 

‘*You are requested to note and be governed 
accordingly, as the above requirements will be 
adhered to without exception.” 


TRADE Cuecks ILLEGAL.—Solicitor Morris D. 
O’Connell of the Treasury has rendered a de- 
cision in which he holds that the manufacture 
and distribution of aluminum and brass ‘trade 
checks” constitutes a violation of the statute 
enacted February 10, 1891, which prohibits the 
manufacture of a metal or its compound which 
in color, design or inscription resembles coin of 
the government. These ‘‘trade checks” distrib- 
uted largely by extensive business houses have 
attained such a circulation among the small 


towns and Jogging camps of Wisconsin, Minne-= 
sota and Michigan, that it is difficult to secure 
real money. In fact, itis said at the treasury 
that the contractors at logging camps who own 
the stores at which the inhabitants secure the 
necessaries of life have inaugurated the system 
of paying their employees with these checks, to 
the exclusion of government money. Federal 
inspectors in these districts will be instructed to 
seize all illegal coins and warn distributors 
against manufacturing the ‘‘trade checks.” 

If they persist in manufacturing and distrib- 
uting them the yuilty ones will be vigorously 
prosecuted, 


DomMINION PosTaL SAvinGs BANKS,—The Su- 
perintendent of the Post-Office Savings Banks 
of the Dominion of Canada, has prepared his 
annual statement. The number of banks at the 
end of the fiscal year in 1898 was 814, against 
779 at the end of 1897. The number of deposits 
increased from 161,151 in 1897, to 179,814 in 
1898; the amount deposited from $8,223,000 in 
the former period to $9,183,693 in 1898. At the 
close of 1897 the accounts remaining open num- 
bered 135,737, as compared with 142,289 at the 
end of 1898. Notwithstanding the decrease in 
the rate of interest allowed and the consequent 
heavy withdrawals, the total amount on deposit 
increased from $32,380,529 in 1897 to $34,480,937 
in 1898, The average amount of the individual 
credits increased from $238.55 to $242.47. While 
the deposits have increased individually and in 
the aggregate, the amount of interest paid out 
has been reduced from $1,024,511 in 1897 to 
$982,725 in 1898. The withdrawals are greater 
in amount during 1898 than in the preceding 
year, the total for 1898 being $8,853,188, as 
against $7,656,086 in 1897. 


MutTILaTep Coins.—Captain Porter of the 
United States Secret Service says that persons 
in possession of mutilated coins should send 
them to the United States mint at Philadelphia, 
where the silver will be melted and the bullion 
value of the moneys remitted to the sender. If 
the coins are but slightly mutilated they will be 
redeemed, in which case the face value will be 
given. 
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A law which was passed last year makes it a 
crime for anybody to buy, sell, or possess muti- 
lated coins with intent to defraud, and it was 
hoped thereby to put a check on the circulation 
of defaced or plugged silver pieces. Despite 
the law on the subject, Captain Porter believes 
that there is stilla considerable trade done in 
buying and selling such coins, the dealers 
usually paying bullion value for the money. 

Many of the pieces are subsequently redeemed 
at the subtreasury for their face value. The 
profits of such dealers, it is believed, will vanish 
entirely now that the money can be forwarded 
to the United States mint and full value ob- 
tained. 


THE New WomaAN AND HER CHECKBOOK.— 
Ask the paying teller of a leading bank how the 
modern woman transacts business in the insti- 
tution where he is employed and most likely he 
will tell you that she causes less trouble than a 
good many men. Asa matter of fact, there is 
hardly anything which shows the modern wom- 
an’s ability to take care of herself more than the 
way she handles a bank account and the number 
of her sex who are acquiring the proprietorship 
of one. A person has only to stand for a few 
minutes in one of the banks to have ocular dem- 
onstration of the change that is taking place in 
the complexion of its depositors. 

It is now the commonest thing to see a young 

woman gowned in the height of fashion, and 
looking as if the thought of anything more seri- 
ous than a pink tea or a season of grand opera 
had never occurred to her, step up to one of the 
desks provided for the accommodatiun of cus- 
tomers, draw a checkbook from her reticule, 
coolly and collectediy gather up one of those 
ancient pens which have borne the weight of 
the fists of well-known financiers, and write in 
the most nonchalant and accustomed manner a 
check for the amount she feels she will need. 
_ One can easily see thatit is a complete de- 
parture from the old idea. She does not take 
out a crumpled check, after an infinite deal of 
fumbling in half a dozen places. She is not 
bound hand and foot by any unchangeable sum 
that some almoner of the opposite sex has de- 
cided upon. One may easily be quite certain of 
this, for she frequently gently bites the end of 
her pencil or pats her forehead with it while she 
puts the neatest imaginable columns of figures 
on the reverse side of a blotter. 

But being wholly at liberty and upon herown 
resources does not worry her in the least. She 


is perfectly self-possessed and peculiarly at ease 
in her surroundings. The comic paper writer’s 
notion of a woman’s actions when she gets in a 
bank are shown to be thoroughly inaccurate 
and a complete travesty on truth. She does not 
go up to the receiving teller, bookkeeper or 
president to get her checks cashed. She does 
not indorse negotiable paper across the face or 
on the back an eighth of an inch from the top. 
On the contrary, she complies with whatever 
business forms there are ina manner that would 
endear her to the heart of the most methodical 
and finicky business man. And the best of it is 
that with all this faculty she does not lose her 
femininity a bit.—Chicago Chronicle. 

The paying teller of the First National Bank 
of East Boston was ‘‘flimflammed” out of $100 
Friday morning. Police headquarters officials 
sent out a general alarm at 9.30 to ail the police 
precincts. All the banks in the city proper were 
notified through the clearing house. The man 
has not been caught, however. 

It was ten minutes after the bank opened that 
the swindler appeared. The teller saw before 
the window a man about 35 years old, of dark 
complexion, prominent nose, and dressed ina 
black diagonal suit. On his upper lip was a 
closely cropped, reddish moustache. 

‘“*l would like to get this bill changed,” the 
man said to the paying teller. 

As he spoke he placed a $500 bill on the coun- 
ter, The cashier took the bill and began to 
count out the change. 

**How will you have it?” he asked, 

**Small bills, please,” was the reply. 

The teller counted out $500 and tossed the 
bills to him. The stranger took the bills, 
glanced at them hurriedly, and said: ‘I want 
small bills. By small bills I mean $1 and $2 
bills.” 

**Can’t give them to you,” the teller replied. 

“Then the change won’t do me any good, 
Give me back my bill, please.” 

He tossed the roll of bills back through the 
window to the teller and grabbed his big bill. 
The teller had not taken his eyes off the man 
while he was at the window, and not having 
seen him put any money in his pocket, did not 
suspect anything wrong. 

The man took up his bill and started out the 
door. The teller picked up the money which 
the man had tossed back and began counting 
it to make sure that it was all there. It took 
three minutes to count the money. The teller 
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jearned that $100 was missing. He counted it 
again to make sure. That took three minutes 
more. It gave the swindler six minutes start 
and he got away with ease. Clerks were sent 
in every direction to find the swindler and police 
watched the ferry, but he gave them all the slip. 
—Lowell (Mass.) Citizen. 


The Citizens’ Bank, Greenfield, Ind., write 
under date of September 3, 1898, as follows: 

“It is needless to say it, yet itistrue; that we 
regard the BANKING Law JoURNAL as among the 
best publications we eversaw. By following it, 


we have doubtless saved ourselves from various 
mistakes in law.” 


cctiesinainiciilppeeninnwiain 
ADVERTISING MANAGER’S COLUMN. 


Among the most important things to be con- 
sidered in the fitting up of new banking offices, 
or in the re-furnishing of old ones, are hand- 
some, well-made desks, so constructed as to be 
of the highest utility. In this connection we 
would invite attention to the advertisement of 
the Reed Furniture Co., of Indianapolis, Ind., 
which gives particulars of their desk manufac- 
tures as well as of other articles of office furni- 
ture. By dealing directly with this factory, the 
bank will save the middleman's profit, which is 
an important consideration in a large order. 
The Reed Furniture Company issues 10 differ- 
ent catalogues of everything required for home 
and office, which they will furnish for the ask- 
ing. 


Everyone uses ink, and to have the right kind 
of an inkstand on one’s desk has much to do 
with comfort and cleanliness. Some inkstands 
are so constructed as to permit of the clogging 
of the ink by dirt and dust; they will allow the 
ink to run up the penholder until the inside of 
the fingers are deeply dyed; and if overturned, 
their contents will blur and blot desk and papers. 
All these discomforts are cbviated by a device 
which is manufactured by the Bronson Inkstand 
Co., of Corning, N. Y., New York office, 320 
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Broadway. Itis known as the Smith Patent 
Automatic Inkstand, and is illustrated and de- 
scribed in our advertising pages. We recom- 
mend a trial. 


We invite attention to the announcement of 
Bentley, Frazer & Co., of Boston, of ‘Pure 
Turkish Cigarettes” which are made from the 
finest Turkish tobaccoand imported by the man- 
ufacturers. A full list of the various brands of 
their cigarettes is given, with the prices, and 
smokers will find them a very superior article. 


We invite attention to che advertisement of 
the ‘‘Solograph”’ Camera, which is sold by the 
Scovill & Adams Co., 60 E. r1th Street, New 
York, and is a very practical instrument, This 
company will send a handsomely illustrated 
manual entitled ‘‘Photographic Advice” to any 
amateur on receipt of 10 cents in postage stamps. 


The ‘‘Sunlight” Camera, advertised with us 
by Lord & Co., 529 Broadway, is a thoroughly 
practical, well-made, fixed focus, plate camera. 
It is neat and light and, for the money, is said 
to be the best in the market. 


We invite the attention of all banks who are 
engaged in making remittances for credit to 
the advertisement of the ‘Ideal Remittance 
Register” by the Bank Supply Company, of St. 
Joseph, Mich., which appears in this number, 
In this style of register, one operation registers 
credit items and makes letter of transmittal, 
upon the duplication principle. The Bank Sup- 
ply Company write us: 

‘‘We find that we have no difficulty in this 
business except in getting bankers to take the 
trouble to thoroughly examine into the merits 
of the method embodied in the Ideal Register. 
When once they do this they buy, and once 
having used the books, they keep on.” 

All bankers on the lookout for improved 
methods should investigate these registers, 
Time saved is money made. 


COLLECTION CHARGES IN LOS ANGELES. 


The Los Angeles Clearing House Association 
has adopted a uniform rate of 5 cents each for 
collection of checks and drafts on out-of-town 
banks, 

The Los Angeles Hera!d publishes correspon- 
dence from Pasadena under date of August 13, 
discussing the effect of this action on Pasadena 
banks. Itis as follows: 


‘‘The local and other banks outside of Los 
Angeles, are up in arms against the edict con- 
cerning the fee on checks which was pronounced 
by the Los Angeles Clearing House Association 
and which went into cffect on the sth of this 
month, The fee is charged by the Los Angeles 
banks which receive out of town checks and 
amounts to about 10 cents on the $100. The 
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local banks claim that this charge tends to in- 
duce customers to deal directly with the Los 
Angeles banks and thus injures the out-of-town 
bank, since no fee is charged for collecting 
checks on any Los Angeles or San Francisco 
bank. President G. F. Kernaghan of the Pas- 
adena National, and cashiers E. H. May and 
Charles A. Smith of the First National and Pas- 
adena banks, respectively, attended a meeting 
of bankers last evening in the First National 
Bank ef Los Angeles, and entered a protest in 
behalf of Pasadena. This city desires to be put 
on an even footing with Los Angeles and San 
Francisco. In the event of this not being done 
it is likely that one of the Pasadena banks will 
join the Clearing House Association, the ex- 
pense of which is considerable. If this move is 
decided upon, the bank joining would be on an 
even footing with the Los Angeles banks as far 
as clearing house business is concerned, and 
could transact check business without having 
anything to do with the Los Angeles banks. 
The business was talked over very thoroughly 
last evening, the Los Angeles bankers endeav- 
oring to convince the outsiders that the charge 
was beneficial to them, inasmuch as it tends to 
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induce customers to draw up troublesome sma!! 
checks as seldom as possible, because of the cx '- 
lection charge, which comes upon the customer 
and not upon the bank. That is, with the fee 
in mind, the customer is likely to buy a dra‘t 
direct from his bank instead of drawing a check, 
The matter was compromised at last evening's 
meeting by the appointment of a committee to 
look into the question and ascertain what the 
majority of the out-of-town banks desire in re- 
gard tothe charge.” 

A meeting of bankers has been held at San 
Bernardino to consider the action of the Los 
Angeles Clearing House Association. Repre- 
sentatives were present from banks at Redlands, 
Riverside, Pomona,Ontario and San Bernardino, 
A committee of five was appointed to secure ad- 
ditional support from the banks of Pasadena, 
Santa Ana, Urange and San Diego, that are in 
full accord with the movement. This commit- 
tee will then confer with the members of the 
Los Angeles Clearing House and ask that the 
objectionable charge be discontinued. The oc- 
casion of the meeting at San Bernardino was 
taken advantage of for the purpose of establish- 
ing a permanent local organization. 


THE TAX ON POWERS OF ATTORNEY IN ASSIGNMENTS OF STOCK CERTIFICATES, 


Circular letter of Watson & Gibson, Bankers and Brokers, 55 Broadway, New York. 


‘The new war revenue law requires a tax of 
2 cents per $100 face value to be paid on all 
transfers of stocks, and the Commissioner of In- 
ternal Revenue has decided that a sale and 
transfer are one act, sothatif a holder of 100 
shares of stock sells it his broker puts a $2 
stamp on the memorandum of sale furnished 
to the buyer, who may take that memorandum 
if he choose, to the transfer office and have the 
stock transferred without affixing or furnishing 
another stamp. On the back of each of these 
certificates, and an essential part of them, and 
of the machinery and method of transfer is 
printed a blank assignment, the object of which 
is to make the certificate negotiable, i.e,, trans- 
ferable by delivery. 

‘*Now, in the same law, but in another sec- 
tion, is a tax of 25 cents for every power of at- 


torney, and the Commissioner has held that the 
assignment on the back of a certificate of stock 
is subject to a tax of 25 cents, as if it were a 
separate and independent power of attorney. 
As a matter of fact, we believe thatif this ques- 
tion were submitted to the courts it would be 
held that the assignment on the back of a certi- 
cate, being a necessary part of the transfer, is 
not in the sense of the law an independent 
power of attorney, for the reason that the stock 


cannot be transferred unless this assignment is 
filled out. 

**We cail the attention of Stock Exchange and 
Consolidated Exchange authorities to the force 
of this contention, and we believe that they will 
be remiss in their duties if they do not bring a 
test case before the courts. Some of the com- 
panies, as we find by our own experience, are 
requiring a stamp on assignments of stock cer- 
tificates dated before July, which are clearly not 
within the scope of the tax act. As an illustra- 
tion of this, we sent yesterday 1,000 Texas Pa- 
cific certificates, all assigned on the back before 
July 1, 1898, some of them having been assigned 
as far back as 1890, but the company demanded 
that a 25-cent stamp be affixed to each assign- 
ment. If corporations will not protect their 
stockholders, the Stock Exchange authorities 


should see that the law is properly interpreted. 
No one individual feels justified in incurring the 
expense and trouble of testing the legality 
of the Commissioner’s decision, but it is so 
glaring an injustice, and so expensive to per- 
sons dealing in stocks, that we trust the author- 
ities of our exchanges may recognize their man- 
ifest duty, and try torelieve dealers in securities 
from a burden doubtless never intended to be 
placed upon them.” 








CHARLES A. HINSCH. 


President Fifth National Bank of Cincinnati, 
(See Page 576). 





